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A Banker’s Diary 


fHE City’s main reaction to the Budget, the wider aspects of which are dis- 
ussed in a later article, was unquestionably one of relief. The general feeling 
everywhere was that it might have been worse. The wide- 

The City spread advocacy of an over-riding anti-inflationary policy, as 

and the —_ well as the obvious need to save dollars and labour at specific 

Budget points of wastage, had led many people to envisage a really 

‘tough "’ Budget. The City was more impressed, therefore, 
hy the absence of any widespread increases in purchase tax or in beer or 
entertainment duty, and by the omission to experiment with either a betting 
ra capital gains tax, than by the measures actually proposed. Thus, although 
the Budget struck at the Stock Exchange and investors, especially holders of 
ordinary shares, and although, on superficial grounds at least, it seemed to 
favour gilt-edged, the immediate market response was an easing in the gilt- 
edged market, and a good rise in the equity markets—-apart from tobacco 
shares. And even these have since recovered a substantial part of their initial 
falls. 

Indeed, apart from the good-humoured grousing at the tobacco duty, the 
only criticism in which the City was unanimous was directed at the proposed 
taxation of capital bonuses—a proposal which crystallizes all the anomalies 
of capital issues control over the past eight vears. The best that can be said 
for this move is that the Treasury is at least consistent in its lack of logic. 


It has persistently based its policy upon the assumption that a share bonus 
or issue on bonus terms is something for nothing, and has always refused to 
take any account of the precisely compensating loss arising from the resultant 
watering of the equity. The anomalies and frictions arising from this approach 
in the past have been sufficiently vexatious, but things have come to a pretty 
pass when mere book-keeping adjustments are brought within the scope of 
capital taxation. 


fur verdict on the Chancellor's long-promised defence of cheap money is 
sufficiently indicated in the immediate response of the gilt-edged market, 
where it was regarded as a bear factor, or at best a neutral one. 
Mr. Dalton [t occupied eight columns of Hansard and yet said nothing new. 
on Cheap The familiar arguments—that low money rates are needed to 
Money make the huge national debt supportable, and that they bring 
benefits to local authorities and industrial borrowers—are 
almost universally accepted, certainly by the critics in the financial press of 
which the Chancellor complains, as well as by the bank chairmen. But, while 
reaffirming his attitude on issues which have never been in dispute, Mr. Dalton 
avoided even passing reference to the real issue of controversy—to the argu- 
ment, upon which the serious critics are virtually unanimous, that although 
cheap money is necessary and perhaps desirable, to attempt to cheapen it 
further by the methods and at the pace of 1946 was imprudent and even 
dangerous in the inflationary conditions of the post-war transition. To the 
well-substantiated charge that this aggressive cheapening has not only greatly 
enlarged the volume of money but has provoked an inflationary waste of real 
resources, Mr. Dalton made no reply whatever. 
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Instead, he took refuge in common abuse, and belaboured the critics for 
arguments which he must have known have not in fact been used. The 
difference between the critics and the Chancellor is, at most, the difference 
between the long-term rate of barely 3 per cent. which awaited him in 1945 
(to which nobody objected) and the 2}. 23 per cent. which he tried to establish 
last autumn. But his innuendos implied that aggrieved rentiers in the City, 
plus an “ organized’ Press (he never realizes, or at least will never admit, that 
a number of independent he virile critics can be largely in agreement without 
being “ organized ’'), were pleading for a return to the bad old days of 5 and 
per cent. Hence the imaginary advocates of woe “ would enthrone the 
usurer over all, trample the common man in the dust, and consolidate catas- 
trophe  ... and so on and so forth. Usury, at 3 per cent., at a time of acute 
scarcity of capital 7) Such rantings are jejune and unworthy. Serious and 
honest criticism surely merited a better answer—and lenders a better defence of 
2} per cent. than that it is a“ patriotic " rate at which to lend. Must a British 
Government in peace-time appeal to pure sentiment— in short, to charity 
in order to borrow at rates as low as it thinks right 7 


AN interesting development last month was the conclusion, despite the approach 
of the date for the “ freeing " of sterling under the terms of the American Loan 
agreement, of a monetary agreement with Spain—on_ the 
familiar model of the other British agreements with Western 


Monetary 

Agreement Europe. It had long been known that the authorities hoped 
with to round off the whole series by an arrangement with Spain, 
Spain but the fact that the delay has not necessitated any departure 


from the standard form is clear confirmation that the basic 
structure of the monetary agreements’ system is expected to endure beyond 
July 15, when sterling fully conforms to the status required by the W ashington 
commitments. The new Spanish agreement, however, like the earlier monetary 
agreements, will need to be modified on or before that date by a supplementary 
agreement making it clear that the net sterling proceeds of new current transac- 
tions are available for current expenditure in any currency area in the world 
providing for their “e¢ xpendability ", as the phrase now goes, in contra- 
distinction from the rather wider attribute of “ convertibility "’, which connotes 
exchangeability into gold without reference to the purpose for which the con- 
version is required, 

Phe Anglo-Spanish agreement itself, which came into force on April §, 
is on all fours with the Swiss agreement, except that the basic limit upon the 
net amount of the other's currency which each of the two parties reciprocally 
agrees to hold, before having the right to ask for pavment in gold, is £2 millions 
(or the peseta equivalent) instead of £5 millions. But Spain, like Switzerland, 
also agrees to hold a further amount in sterling, the actual amount to be 
decided in the light of the balance of payments between the sterling area and 
the Spanish monetary area. It can be presumed that this amount, plus the 
basic £2 millions, will be the estimated amount of the sterling area deficit. 
It is, of course, certain that there will be a deficit. In 1946, Britain’s purchases 
from Spain-including the valuable high-grade irot ore, potash and _pyrites 
which Spain supplied throughout the war, as well as cork, sardines, oranges, 
dried fruits and fruit pulp—amounted to £15 millions, and the adverse 
visible balance was about £6.5 millions. This vear Britain's purchases from 
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Spain may amount to {20-25 millions, but if British exports move according 
to plan the eventual net deficit, including invisible items, may be smaller than 
in 1946. The Spanish trade i:, however, strongly seasonal, so that at times 
the net accumulation of sterling on Spanish accounts may be substantial. 

The new agreement supersedes both the Anglo-Spanish clearing agreement 
(except for past due debts falling within its scope) and the war-time payments 
agreement, so that Spanish “‘Special’’ accounts, as well as Sterling Area 
accounts, have become simply “Spanish Accounts’’. The conduct of all 
business in sterling ensures an avoidance of exchange risk, but under the 
agreement the parties agree to be bound by the official rate of 44 pesetas to 
the pound. No arrears of Spanish commercial debts are now outstanding, the 
{8 millions accumulated in the Clearing having been liquidated during the 
war, together with the £44 millions advanced by Britain early in the war. 


Tue National Income White Paper (Cmd. 7099) this year provides an even 
richer harvest than formerly for the statistically-minded, with a number of 
new and improved analyses. Among the strictly financial 

Britain’s _ statistics, the most notable innovations are the revised estimates 

Balance of of the balance of payments, which is shown in greater detail 

Payments than ever before, with a full current account rounded off bya 

new analysis of the capital account and comparative statements 
of capital liabilities. The £450 millions overall deficit for 1946, as estimated 
in the Economic Survey, is now revised to £400 millions, principally by changes 
in the invisible credits. 

The new capital account details, set out below, reveal that the gross 
holdings of gold and dollars rose by £61 millions during the year, to {£642 
millions. 

BALANCE OF PAYMENTS: CAPITAL ACCOUNT 
(£ millions) 

Year's Change in :— 1945 

Gold and U.S. dollar reserves oa Be me ne ss - 3 

U.S. and Canadian lines of credit .. ae - a eg —_ 

U.S. Government Loan (Lend-Lease, etc., settlement) .. ee — 161 

Other loans to H.M. Government .. a me a irs —- 48 

Net sterling, etc., liabilities a im ig a — 445 

External capital assets bis ae oe ae aa oa - r10f 

Subscriptions under Bretton Woods Agreement Act, 1945 rer o 

Other § sc a ii re -_ ba aa - 108 

Total external investments (equal to balance on current account) — 875 

+ So far as ascertained. 

§ Including an allowance for errors and omissions on capital account. 
Total external liabilities rose from £3,825 to £4,214 millions, but those due to 
the sterling area declined from £2,971 to £2,920 millions. 


Fesruary’s big fall in bank deposits to which Mr. Dalton attached so much 
importance when he intervened in the economic policy debate, has proved to 
be only a flash in the pan—as, indeed, was almost inevitable. 

Deposits’ The Chancellor implied that the changing trend in deposits 
Rise was in effect a refutation of the now well-established thesis 
Resumed that his cheap money policy was largely responsible for the 
huge growth in the volume of money last year. But in fact 

the decline in deposits in February reflected the large Budget surplus of the 
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period between the banks’ January and February make-up dates. Imme- 
diately after the end of this period, surplus turned to substantial deficit. Thus, 
despite the continuing drafts upon dollar credits, the expansion of deposits 
was resumed, as the accompanying table shows :— 





March 109, Change on 

1947 Month Year 

£m. £m. £m. 
Deposits — e ‘a ae 5550.0 + 37.2 + 807.0 
“* True’ Depostis* ac ne 5381.7 + 32.5 + 786.3 

% § 

Cash .. - a ao a 465.9 (8.39) + 2.8 - 26.7 
Money Market Assets se ks 1193.7 (22.5) + 113.1 + 561.4 
Call Money ee a is 444.0 (8.0) + 22.8 + 190.5 
Bills i nd ” » 749.7 (13.5) + 90.3 + 370.9 
Treasury Deposit Receipts .. a 1316.5 (23.7) - 119.0 — 126.5 
Investments plus Advances .. a 2476.9 (44.6) + 33.5 + 377.9 
Investments a ai a 1454.9 (26.2 + 16.3 + 208.5 
Advances ie af , 1022.0 (128.4) + 17.2 + 169.4 


* Excluding items in course of collection. § Ratios of assets to published deposits. 


Virtually the whole counterpart of this movement occurred in investments 
and advances. The expansion of the former item, by £16 millions to the new 
high level of £1,455 millions, was rather larger than had been expected; 
earlier, the general impression had been that the banks had not, to any signifi- 
cant extent, taken advantage of the sharp fall in gilt-edged prices during the 
fuel crisis. The movement was, however, almost wholly attributable to the 
operations of two banks—Barclays and Lloyds. The further switching of 
Treasury floating debt borrowing from Treasury deposit receipts to tender 
bills has produced an unusually violent movement in the banks’ liquid assets. 
T.D.R.s have fallen by a further {119 millions, to fully £350 millions below the 
relatively high level reached last September, and their ratio to published 
deposits has dropped to only 23.7 per cent., its lowest since 1943. Conversely, 
aggregate money market assets have risen on the month by £113 millions 
to the unprecedented level of £1,194 millions—almost four times the low level 
touched nearly two years ago. 


THE expansion of advances, by £17 millions during the month, is no greater 
than the pormal seasonal movement. But it carries the total to the highest 
level ever recorded, at £1,022 millions. This decisive passing of 

Record the {1,000 millions figure may perhaps be regarded as some- 
Bank thing of a landmark in the adjustment of the banking structure 
Advances to post-war conditions, for the big round figure is still associated 

in the minds of many bankers with the target level for active 

business in the days when advances were always the preponderant asset in 
their balance sheets. But, in fact, even the attainment of a new high level 
now has little significance, because of the large rise in prices, and the even 
larger one in bank deposits, which has taken place since the advances total last 
stood—-in the spring of 1940—above {1,000 millions. Just after the outbreak 
of war, that figure was passed for the first time for a decade, but in 1929, when 
it was first attained, the ratio of advances to deposits was running at fully 
55 per cent. ; by 1939 it was down to 44 per cent. ; and now, despite the £300 
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millions by which the total has risen above the lowest point reached during 
the war, the ratio, at 18.4 per cent., is actually lower than it was at end-1943. 

The recovery in advances business since the end of hostilities has, even so, 
reached the best expectations of most bankers. And, thanks to the new 
analysis of distribution of bank advances, it is now possible to discern with 
considerable precision the directions from which the principal demands have 
come. The latest of the new quarterly analyses relates to the February make- 
up date, and for the first time comparable figures are supplied for the previous 
year, so that changes due to purely seasonal influences are eliminated. The 
detailed comparisons are given on page 130. This new analysis, it will be 
recalled, relates to advances made in Great Britain by all members of the British 
Bankers’ Association, and the totals are therefore somewhat larger than those 
for the clearing banks alone. During the twelve months, the total has risen by 
{178.7 millions to {1,027 millions. Naturally, the largest single contributor 
to this increase is the Personal and Professional group, which now accounts 
for 28.7 per cent. (28.2 per cent. a year ago) of the total. Well over half 
the remainder was attributable to five groups—Retail Trade (up {15.8 
millions), ‘‘ Other ’’ Financial (up {15.3 millions), “‘ Unclassifiable ’’ Industry 
and Trade (£15.2 millions), Agriculture and Fishing (£13.7 millions) and 
Builders and Contractors ({13.3 millions). The retail trades, indeed, have 
increased their proportion of the total from 7.3 to 8.6 per cent., which is easily 
the biggest proportionate movement, and evidently reflects the increase in 
stocks of general consumable goods. 


INDIA in the past few weeks has formally removed the legal link which joined 
the rupee to sterling, and the traditional mechanism of the “ sterling exchange 
standard ”’ which replaced the ancient bi-metallic standard 

The has ostensibly been set aside. It is unfortunate, perhaps, 
““Indepen- that this change should have occurred at a time when the 
dent ”’ constitutional ties between India and Britain are being 
Rupee severed, for in fact the coincidence is fortuitous—though 
Indian politicians have not failed to make political capital 

out of it, by implying that monetary “ independence ”’ is consequential upon 
the political. Under Bretton Woods, the currency of each member is inevitably 
a distinct unit with its parity defined in terms of gold or gold dollars; and 
the rights of members to vary the value of their currencies within the terms 
of the agreement are necessarily defined by reference to these gold parities. 
India is a full member of the International Monetary Fund, and the parity 
of the rupee has been duly communicated in terms of gold (equivalent to the 
traditional 18d. rate on the basis of sterling’s gold parity). But the provisions 
of the Reserve Bank of India Act related the rupee, not to gold, but to sterling, 
and obliged the Bank to buy or sell sterlirg at the upper and lower limits— 
corresponding to the traditional gold points—of Is. 6 3/16d. and Is. 5 49/64d. 
respectively. This legal obligation to maintain the rupee in relation to sterling, 
irrespective of the gold value of sterling, was plainly inconsistent, in a formal 
sense, with India’s obligation under Bretton Woods. Moreover, if sterling’s 
gold value were to move (without a change in parity) towards the upper or 
lower limit of the dealing margin permitted to it under Bretton Woods, the 
effect would be, so long as the rupee limits were defined in sterling instead of 
gold, to encroach upon the freedom of movement allowed to India by her own 
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Bretton Woods’ margin. Finally, the margin as previously defined in terms 
of sterling was in any case wider than the I.M.F. agreement permits. 

For each of these technical reasons, it was necessary to make a change, 
Accordingly, by an Act passed through the Indian Legislative Assembly last 
month, the relevant sections of the Reserve Bank Act have been superseded, 
Moreover, as a logical corollary, the Reserve Bank has been empowered to buy 
and sell and to hold (whether against the note issue or otherwise) any foreign 
currency, whereas formerly it could hold only sterling or rupees. 

The Finance Member, in introducing the measure, was at pains to explain 
that it did not mean that there would be any immediate change in the rupee 
parity or that India would “‘ immediately ’’ leave the sterling area. Obviously, 
any change in the parity had in any case been ruled out for the time being by 
the quite recent confirmation of the present rate for the purposes of the 
I.M.F.; but the statement has none the less given rise to a good deal of mis- 
understanding—partly because the mal-adjustment between Indian prices 
and world prices had earlier led to a certain agitation for exchange devaluation, 
which is clearly a possibility in the longer run. The remark about the sterling 
area is similarly misleading, but it is probably no more than a confirmation of 
the Indian Government’s known endorsement of the widespread Indian 
opinion that it should withdraw from the sterling area “ dollar pool ”’ as soon 
as this is possible. Obviously, India’s exchange position cannot be clearly 
foreseen until the future of the accumulated sterling balances is decided (the 
talks are to be resumed in London towards the end of this month), but it 
seems improbable that she will in fact achieve any appreciable net surplus of 
new sterling for dollar “‘ expendability ”’. These technical changes, in short, 
produce a legal independence which is not unnaturally presented with suitable 
political flourishes ; but the immediate practical effects are likely to be small. 


THE British banks operating on the African continent have not been slow to 
recognize the needs of the colonial territories for special financial facilities in 
the phase of post-war development. Rather more than 
Standard twelve months ago Barclays Bank (Dominion, Colonial and 
Bank’s Overseas) launched the Barclays Overseas Development 
*‘Finance’’ Corporation to meet these needs in the territories in which 
Subsidiary the bank is concerned. Last month a similar venture was 
announced by the Standard Bank of South Africa, which 
has formed the Standard Bank Finance and Development Corporation Limited, 
with a capital of £500,000 wholly subscribed by the Standard Bank. Major 
schemes for development in such areas necessarily require longer term finance 
than could properly be provided by a deposit bank, but in some areas in which 
the Standard Bank operates there are already well-established institutions 
for the provision of long-term capital. In consequence, the Standard Bank's 
new Finance Company will in the first instance direct its activities to territories 
in which the facilities are noticeably deficient, particularly Kenya, Uganda, 
Tanganyika and Zanzibar. Wherever possible, of course, the finance will be 
provided by the normal machinery for bank advances, but it is expected that 
the new finance corporation will gradually play an increasing part. It will be 
available to assist schemes for development of agriculture, commerce, industry 
and transport, and the Memorandum of Association empowers it, inter alia, to 
handle municipal loan business, underwriting, and the finance of bulk marketing 
of East African produce. 
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Budget-making Rationalized 


UDGET-MAKING, especially in these times, is so beset by politics that 
Bi would be unrealistic, perhaps, to expect a Chancellor to present a Budget 

mainly determined by economic needs. Still less is it likely that the 
economic tests by which it should be judged will be adequately set forth in 
the Budget speech. Chancellors, being politicians, can rarely forbear from 
making political capital when opportunity serves ; the public is uninstructed 
on these matters—even the Westminster audience will hardly grasp their 
finer distinctions ; and the detailed economics of budgeting are in any case 
very complex. For each of these reasons, Chancellors often pretend that they 
are doing what they are not, or give quite different grounds for their actions 
than those which apparently, or at least should have, actuated them. Most 
Budgets, therefore, look quite different on close analysis from their appearance 
on Budget day. 

Mr. Dalton’s third Budget, and particularly his Budget speech, neglected 
none of these cynical precepts. It is the oddest mixture of sound principles 
and bad logic ; of spurious book-keeping and honest accounting ; of political 
courage and the most blatant political tub-thumping. The task of dispersing 
this smoke-screen of confusion is more than usually difficult ; but it is also 
more than usually instructive. To appraise this or any other Budget it is 
necessary first to find the real Budget beneath the political and accounting 
embroideries, and then to set it in relationship to the national economy as a 
whole—to the prospective flow of incomes and spendings, the projected targets 
for capital re-equipment, and the expected deficit on the country’s balance of 
payments overseas. 

Under such an analysis, many of Mr. Dalton’s figurings and not a few of 
his arguments quickly disintegrate. But the conclusion is unexpected. As 
will later appear, the broad effect of this Budget will probably be roughly in 
line with the general drift of the Chancellor’s claims, though often reversing 
them in detail. In particular, it is not the deflationary Budget which, for all 
Mr. Dalton’s noisy protestations, it certainly would have been if his figures 
could have been taken at the valuation he put upon them. Equally, it is not 
an inflationary Budget, even though it may involve appreciably more borrowing 
by the Government than he implied. By contrast with war-time Budgets, it 
may exert an anti-inflationary restraint of the kind for which THE BANKER 
appealed recently when it questioned the wisdom and feasibility of positive 
measures of deflation. The only proviso to that conclusion is that the cheap 
money policy, in contrast to last year’s extravagances, is pursued with the 
discretion which has lately characterized it. 


I—THE PRINCIPLES OF BUDGETING 


What, now, are the principles by which the Budget should be judged, 
bearing in mind the paramount aim of increasing the national output and 
promoting a better balance in the use of available resources ? There are two 
possible approaches to the problem—the psychological and the strictly 
economic. The first of these is now outmoded and unrealistic. In 1945, it 
was reasonable to assume that output might be enlarged by increasing the 
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purely monetary incentives—by expanding the flow of incomes by means of 
tax relief, in defiance of the economic maxim that the Exchequer deficit 
should be minimized at a time of full employment. If the public had been 
able to respond to such a policy by a more than commensurate increase in 
productivity, it is conceivable that this “ psychological ’’ approach, working 
upon a formula which was in principle inflationary, might yet have been less 
inflationary in fact than a theoretically safe policy of minimizing the deficit. 

In his first two Budgets, Mr. Dalton took a chance on these lines. But 
there was little scope for such innocent deception this time. The public now 
is painfully aware, as it was not in 1945, that scarcities are by no means 
exclusively war-time phenomena. It is not deceived by monetary appearances, 
and asks always what the money will buy. No competent observer any longer 
believes that large tax reliefs, made at the cost of an increased Exchequer 
deficit and the creation of an even larger excess in the flow of incomes over the 
flow of consumer goods, would produce a commensurate increase in the national 
output. Not only is the public largely undeceived about the worth of money, 
but in all too many instances productivity is not dependent upon willingness to 
work—because shortages of materials and other bottlenecks impose overriding 
limits upon output. Were it otherwise, a frankly inflationary Budget might 
even now be worth while. 

As it is, inflationary pressures inevitably involve a net loss. They are 
perhaps unlikely to reduce the national output, and might even increase it; 
but they are bound to accentuate the grievous lack of balance in the economy, 
by attracting resources away from priority tasks into forms of activity which 
the community cannot at present afford. This did not happen to any signifi- 
cant extent during the war because the physical controls were then at full 
strength, and moral and other factors restricted the willingness and oppor- 
tunities tospend. But now the effective scope of the controls is greatly reduced. 

In these conditions, economic factors should be allowed much greater weight 
than the psychological in determining the overall shape of the Budget: it 
is only within the framework thus determined that psychological or “‘ incen- 
tive’ policies can be beneficially deployed. The proper réle of the Budget 
now should therefore be to keep inflationary pressures in check in the national 
economy as a whole. Whether any particular Budget is likely to succeed in 
this cannot be judged by considering the Exchequer accounts in vacuo, and 
still less is it indicated by the size of the prospective deficit or surplus on those 
payments and receipts which, being conventionally grouped “ above the line” 
in the Government accounts, are treated as the “‘ budget’. No Budget can 
be appraised without looking first to the Government’s finances as a whole, 
embracing not only the prospective receipts and payments “ below the line” 
but all other major commitments and sources of government finance, whether 
disclosed or not. Items which involve purely nominal or internal transfers of 
funds have then to be struck out on both sides, so that a true surplus or deficit 
can be determined for the Government’s financial operations as a whole. But 
even this is not enough, for the size of this overall surplus or deficit has no 
meaning except in relationship to the remainder of the national economy. 
It is easy to show why this is so. 

Speaking crudely, inflationary pressure will arise if the community spends 
too much and therefore saves too little. Inflation is itself a way of enlarging 
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a deficient volume of savings. If, therefore, inflation is to be avoided, the 
yolume of domestic savings developed spontaneously and without the aid of 
inflation must not fall short of the demand for them. In this context both 
supply and demand must be conceived in “ real” terms and not simply in 
terms of money. In this sense, a purchase of savings certificates out of accumu- 
lated cash balances is not saving at all: real saving arises only when there is 
a genuine abstention from consumption, measured by the extent to which 
current spending falls below current income, without any spending of money 
or securities previously accumulated. The real demand for savings, similarly, 
comes from the building-up of real capital resources, such as stocks, main- 
tenance of plant and new ‘development, and not from purely financial opera- 
tions such as borrowings for the purpose of building up liquid cash resources. 

In present conditions, if capital formation for non-essential purposes is 
assumed to be ruled out by the various controls, the gross demand for savings 
comes from the national programme of priority capital outlays (on housing, 
industrial re-equipment and the like) set out in the recent Economic Survey, 
plus any overall deficit (or minus any overall surplus) of Governmental receipts 
compared with Governmental expenditure for other purposes. (If the gross 
Governmental deficit were added to the national capital programme, there 
would be a large double reckoning, because part of this programme is financed, 
directly or indirectly, by Governmental expenditure.) Not all of this gross 
demand for savings has, however, to be financed from domestic sources. The 
adverse balance of external payments provides a net inflow of goods and 
services from abroad which is in effect available to meet the domestic capital 
demands without requiring sacrifices from the domestic public. Or, to put 
the matter in financial terms, the counterpart of the net sums due to persons 
overseas is either (a) specifically borrowed by the Government (e.g.) under 
the North American credits, and thus reduces the amount of the Government 
deficit which has to be financed from domestic savings, or is (b) paid to them 
in sterling, and this sterling, because it cannot be immediately spent, is avail- 
able for re-lending either to the Government or to finance private capital 
outlays. 

The relationship of the Exchequer deficit to the aggregate demand for 
savings can now be clearly seen, and the formula for non-inflationary budgeting 
briefly stated. If the programme of priority outlays is regarded as inviolate, 
the Exchequer accounts as a whole, excluding nominal items as well as any 
expenditure on that programme, must show such a surplus or deficit as will 
equate the aggregate demand for savings to the prospective spontaneous supply 
of domestic savings plus the amount of the overseas deficit. The Exchequer’s 
position is in these circumstances the balancing item which must be adjusted 
up or down to produce equilibrium in the national economy as a whole ; and 
since many of the Government’s “ below-line’”’ and extra-budgetary outlays 
are either relatively inflexible or are part of the priority capital programme, 
it is mainly in the “ above-line”’ items which comprise the conventional 
“Budget ” that the marginal adjustments have to be made. 

One further point deserves to be emphasized before we leave general 
principles for specific analysis. It follows from what has been said about the 
efiects of the deficit on the balance of payments that the bigger the export 
effort and the more successful the drive to curtail imports, the greater will be 





78 THE BANKER 


the immediate danger of inflation and the smaller will be the Exchequer 
deficit which can with safety be countenanced. Conversely, the worse the 
external position, the easier the internal financial problem becomes. This 
apparent reversal of the logical relationship is a frequent source of confusion ; 
it will appear less paradoxical if it is remembered that the relief from infla- 
tionary pressures is felt only so long as the external deficit continues to grow, 
and it cannot do so indefinitely. When the deficit contracts rapidly (or, worse 
still, is suddenly cut off because overseas suppliers will no longer sell on credit), 
the concealed inflationary trends become immediately apparent. 


II—THE BuDGET ANALYSED 


How well does Mr. Dalton’s Budget stand up to analysis on these lines? 
Given the arbitrariness with which the Treasury allocates expenditure “ above” 
and “‘ below” the line, the Chancellor was able to claim that he had fulfilled 
his last year’s prediction that by 1947-48 the choice between having a surplus 
or a deficit on the (above-line) Budget would at last be again in his hands. He 
had already announced his intention, on sound employment-smoothing lines, 
of balancing the Budget over a period of years rather than necessarily from 
year to year. And in discussing whether there should be a surplus or a deficit 
this year (in the light of “ the relative dangers of inflation or deflation ’’) he 
paid lip-service to some of the principles set forth above. But the arguments 
became not a little tangled, and in any case were often belied by the figures. 
Last year and in 1945, as already explained, Mr. Dalton said bluntly that he 
was prepared to run inflationary risks by reducing taxation and increasing 
the deficit in the interests of incentive. Now he says that he did so because 
the economic system “‘ needed lubricating with a sufficiency of purchasing 
power ”’ to guard against deflation. Who was it, then, who complained about 
“too much money running after too few goods’”’? But the deflationary 
danger which Mr. Dalton discovers in retrospect is “ no longer immediate”. 
Hence he leaves his world of fancy and admits the truth that “ the immediate 
danger is of an inflation going beyond bounds, and breaking through the 
various controls ’’. He therefore reached the conclusion—by a conventional 
oversimplification—that this is “a good year for a good surplus ” 

The implication, plainly, was that the Treasury ought on balance to be 
pulling in money from the public instead of paying it out, with the object of 
reducing the excess flow of incomes. But that would be the “ deflationary” 
policy of the “ baleful Bourbons’ whose writings from their office chairs in 
the City so horrified the Chancellor. THE BANKER was among those who 
appealed for an anti-inflationary fiscal policy, and it certainly resides in the 
City of London. It said: “ The balance of advantage probably lies, not ina 
policy of positive budgetary deflation—in the sense of budgeting for a surplus 
—but in working to a balanced Budget ”. Perhaps this was not typical of the 
friendly advice which the Chancellor so constantly gets from City journalists. 
But if THE BANKER is among Mr. Dalton’s “ baleful Bourbons ’’, then his own 
policy, if taken at his valuation of it, would be far more baleful and deflationary 
than anything THE BANKER contemplated. Happily for the national economy, 
and perhaps for Mr. Dalton’s political popularity, his policy is not what he 
made it out to be. 

Mr. Dalton takes a delight in producing rabbits from hats with the object 
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of appearing—in the eyes of uninstructed audiences—to confound all unofficial 
forecasters. The trick was played last year as well as this. This time the 
outside investigators had predicted that prospective revenue and expenditure 
(above the line) would be roughly balanced. But the Chancellor, with mock 
apologies, produced {£250 millions or so of purely nominal “ revenue” and 
thereupon computed his “ surplus”’ at £248 millions. This “surplus ’’, he 
declared, is as “‘ real’’ as last year’s deficit. Yet he candidly proceeded to 
explain that it came from reclamations of overprovisions in previous years. 
Its effect in the context of inflation and deflation is precisely nil, for nobody 
will spend one whit the less because these credits are cancelled or repaid, and, 
even in the context of Government borrowing and the level of bank deposits, 
the effect is not likely to be perceptible. If it happens that some Paymasters 
have redundant balances at clearing banks, then the return to the Exchequer 
will mean that an unspendable bank deposit has been cancelled; if others 
hold currency or balances abroad, the “ return” will mean simply that the 
national exchange resources have been properly centralized in the Exchange 
Account ; for the rest, this “‘ revenue ”’ will comprise nothing more than cross- 
entries in the internal accounts of Government. This, in short—as THE BANKER 
said—was a ‘‘ good year for a balanced Budget ’—or, in Daltonian notation, 
for a fictitious surplus. In the circumstances, one wonders whether the surplus 
was conjured to fit the argument, or the argument conjured to fit the conjured 
surplus. But, either way, the argument—which in effect called for specific 
deflation—is as spurious as the surplus. 

The deceptive embroideries having been removed, it is now possible to 
examine the Budget for what it is instead of what it masqueraded to be. As 
we are here concerned with overall rather than detailed effects, there is no 
need to dwell upon Mr. Dalton’s specific tax proposals. Most of them, though 
modest in scope, are well conceived and sensible. The income-tax reliefs, 
costing {76 millions this year, are designed to promote harder work, and will 
probably get as big an incentive response as could be hoped for from any 
outlay of this size. The tax increases on electrical appliances may save fuel 
and labour, and the steep increase in tobacco duty will save dollars. Mr. 
Dalton has tried to operate, in a small way, at each of the points of worst 
bottleneck. If he had not also, by raising the profits tax (on distributed 
profits), plunged into a tax which falls particularly upon risk-bearing and 
enterprise, the proposals as a whole would have made a coherent pattern. 

Their net effect, assuming that tobacco consumption falls by not more 
than a quarter (so that the tobacco duties provide an additional £75 millions), 
is to add {22 millions to the prospective surplus of £248 millions, making a 
final estimated surplus, on Mr. Dalton’s reckoning, of {270 millions. This is 
precisely the amount of “ revenue” estimated from miscellaneous receipts, 
virtually the whole of which, for the reasons already given, ought to be struck 
out. The remaining items in the ordinary (above-line) Budget can, for present 
purposes, probably be regarded as “ genuine”’, even though some are non- 
recurring. For example, the {150 millions which is expected from sales of 
surplus war stores and profits on Government trading operations is just as 
“real” a contributor to revenue this year as the tobacco duty, and the disposal 
of surpluses will actually expand the volume of goods available to industry 
and the consuming public; the only qualification is that the proceeds must 
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come from current disposals and trading and not from mere transfers of 
balances accumulated in the past. With this one proviso, the ordinary Budget 
can be regarded as approximately balanced, despite its curious accounting. 

Below the line, however, there are large items of projected expenditure, 
made up as follows : 


War Damage: £m. £m. 
Chattels and Business Schemes ee os <s ae 60 
Cost of Works Payments a re oe oe oe 100 
Value Payments a oa - ee oa oe 170 


E.P.T. Refunds 


Post-War Credits (for elderly people) “us sg re oe 70 
Local Loans Fund (mainly housing) ‘ ne ei aa 200 
Temporary Housing oe of Works) bi os ne go 
National Coal Board ‘ “a an ee 50 
Civil Contingencies Fund .. a a ei ? 60 


Tax Reserve Certificates (net repayment) 


Total 





£1,010 


All the above figures, except the last two, were given in the Budget speech. 
Tax Reserve Certificates need to be included because it is certain that, as 
outstanding tax settlements are agreed, increasing amounts of Certificates will 
be tendered in payment of tax. Last year the net repayment rose from £35 
millions to {118 millions. In other words, an equivalent amount of revenue 
reckoned above-line was not in fact received in cash but had to be borrowed 
by the Exchequer for the purpose of financing its ordinary Budget. Corres- 
ponding borrowings this year are not likely to fall short of £150 millions and 
may well be larger. The requirements of the Civil Contingencies Fund are 
difficult to estimate, but are taken at approximately the 1946-47 figure. 

Mr. Dalton, evidently impressed by last year’s complaints that heavy 
below-line expenditures radically altered the shape of his Budget, this year 
made some pretence of bringing them to account. He claimed that— 


‘this year’s Budget surplus, together with the supporting weight of the National 
Savings that have been promised, will much more than cover—and this is important 
—that part of what is called by some of the experts ‘ expenditure below the line’ 
which does not directly create capital assets. Therefore, thoughtful and instructed 
persons should be reassured to know that all further internal Government borrowing 
this year will be either for replacement of maturing debt, which is always occurring, 
of course, or for definitely new capital development. None of it will be merely to 
bridge the gap between current income and expenditure. That phase is finished”. 






An ostensibly impressive passage, this. But, in fact, the criterion which the 
Chancellor adopted—whether the expenditure does or does not create a capital 
asset—is quite irrelevant to the issue of inflationary pressure. The only test 
is whether the money will be spent by the recipients and, if so, how. Advances 
through the Local Loans Fund, for example, will indubitably create capital 
assets for the Treasury, but the money will be most vigorously and immediately 
spent upon materials and labour of a kind which is in particularly short supply. 
Of the below-line total of over £1,000 millions, it is, indeed, improbable 
that more than a small proportion will be automatically saved by the recipients, 
and that portion alone can properly be disregarded as “ non-inflationary" 
Government expenditure. Obviously, most of the E.P.T. refunds will be spent 
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as soon as industry’s capital re-equipment is physically possible; cost-of- 
works war damage payments will be wholly spent ; and part of the Chattels 
and Value payments and post-war credits will be spent, too, despite the 
Chancellor’s appeal for restraint. If £25 millions of the Chattels payments, 
half the Value payments and post-war credits, and one-third of the E.P.T. 
refunds were saved, the effective total of below-line outgoings, from the point 
of view of inflation, would be almost £845 millions ; but £75 millions or so of 
this will be financed by surpluses on the extra-budgetary funds (principally 
the Unemployment Fund) which produced £88 millions in 1946-47. Thus the 
Governmental operations as a whole would on this basis involve a demand of 
{770 millions on the flow of current savings. 

It is a matter of indifference, in this overall analysis, whether the counter- 
part of the adverse balance of external payments is assumed to be wholly 
borrowed by the Government or partly by private entrepreneurs; but it 
probably makes for clarity to regard both the whole of these “‘ savings” by 
persons Overseas, as well as the “‘ small”’ savings by the British public, as 
available to the central Exchequer. The deficit on the balance of payments 
for the calendar year 1947 is now estimated at £400 millions. Small savings 
are Officially estimated at £366 millions net. This is a rather optimistic figure, 
representing an increase of £36 millions on 1946-47, despite the fact that £160 
millions of 3 per cent. Defence Bonds will fall due for repayment at maturity 
and certainly will not be wholly re-invested. But, on the official estimates, 
the adverse balance and small savings will together provide £766 millions— 
almost exactly the amount of £770 millions required on the above assumptions. 

This rough equilibrium, however, has no significance except in relationship 
to the balance of supply and demand for savings in the remainder of the 
national economy. The Economic Survey fixed a target of 20 per cent. of the 
national income as the programme for capital equipment and maintenance, 
which, on a net national income of, say, £7,500 millions (compared with £7,974 
millions in 1946) would represent an outlay of about £1,500 millions. On the 
assumptions explained earlier in this article, the demand for savings from the 
private sector of the economy will comprise such portion of this global pro- 
gramme as is not financed directly or indirectly by means of the Governmental 
outlays already examined. Even now, despite the wealth of statistical detail 
in the Economic Survey and the National Income White Paper, the available 
information is still not sufficient to enable the prospective financing of the 
capital programme to be analysed in detail; and the figures in Mr. Dalton’s 
Budget speech throw no light at all on this question. 

Some items in the below-line expenditure, such as the advances to the 
Local Loans Fund and the Ministry of Works finance for temporary housing, 
quite evidently represent the financing of portions of the global programme. 
So do war damage cost-of-works payments and advances to the Coal Board ; 
but it is virtually certain, though less apparent, that portions of the E.P.T. 
Refunds and War Damage Value payments will operate similarly. For this 
purpose, it is a matter of indifference whether the initiative in the spending 
comes from private enterprise or from the Government ; the significant con- 
sideration is whether the money is provided from Exchequer payments already 
brought into the reckoning. Careful examination of the Exchequer accounts, 
in relation to the Economic Survey’s sub-divisions of the capital programme, 
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suggests that it might be reasonable to assume that between £650 and £750 
millions of the global {1,500 millions is provided for either in the below-line 
Governmental expenditure set forth above or through the ordinary Budget. 

On that basis the net demands for capital from the private sector of the 
economy or from Governmental outlays not yet provided for, would be between 
£750 and £850 millions. To complete the equation, this demand has to be set 
against the residual supply of new savings out of domestic incomes. The 
latest statistical White Paper puts the total of private savings in 1946 at {721 
millions, including {210 millions of undistributed profits and after deducting 
drafts on tax reserves for the purpose of tax payments. If net savings were as 
large in 1947, the residual amount available would be £355 millions—after 
deducting the £366 millions of ‘‘ small” savings already credited against the 
Governmental outlays. In addition, on the White Paper estimates, {600 
millions was set aside last year for specific depreciation reserves. 

On this basis, therefore, £955 millions of gross savings would be available 
to meet an estimated private (or additional Governmental) outlay of £750 to 
£850 millions. In other words, there would be a “ deflationary ”’ surplus of 
between {100 and £200 millions. But these estimates of savings are almost 
certainly too optimistic. The volume of personal saving last year, the first 
complete post-war year, was, at £646 millions net, less than half the figure for 
1945, and contrasted with no less than £1,574 millions at the peak in 1943. 
The pre-war figure was no more than £157 millions, at the much lower levels 
of prices and national income. Evidently, a further decline of perhaps {£200 
millions or so may have to be contemplated, though much will depend on the 
speed with which supplies of goods and services expand. On the other hand, 
the abandonment of E.P.T. ought to result in a further expansion of specific 
reserves for depreciation, though a minor factor working in the opposite 
direction in some cases will be the anomalous effect of the increased profits 
tax on undistributed profits. On balance, it seems likely that the decline in 
the flow of spontaneous personal savings will substantially outweigh any 
increase in the specific (and mainly corporate) provisions. Hence the overall 
surplus of {100 to £200 millions indicated on the basis of the 1946 rate of saving 
is likely to shrink to very small proportions. 

The outcome of this necessarily tortuous analysis can now be simply stated. 
These figurings show that, from the standpoint of inflation, the national 
receipts and payments account—or, more specifically, the nation’s capital 
Budget—is in equilibrium. Obviously, many of the estimates are liable toa 
wide margin of error. But there is no particular reason to suppose that the 
difference will fall on one side of the account rather than the other—which is 
as good a test of equilibrium-budgeting as could be wished for when the 
quantities in question are so fluid. On a true analysis, whether by accident or 
design, Mr. Dalton’s third Budget should suffice to keep the overall inflationary 
pressures in check, without reaching the point at which it would impose a 
positive deflation. To this conclusion there is one proviso. If the cheaper 
money policy were pressed forward in the teeth of resistance, in the manner of 
1946, the capital Budget would be quickly upset, through the inducements 
given to dissaving—that is, drafts upon accumulated past savings. There is 
no slack in the overall account to permit of such seepages, and the national 
economy cannot afford the wastages of scarce resources which would result. 
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Australian Banking in Transition 


ANKING trends in Australia—even the recently announced bank amalga- 
Batons which have attracted so much attention—can be appraised only 

against the background of the wider economic transition to a peace- 
time economy. It is therefore desirable to survey this background before 
passing to the recent significant developments in the banking sphere. Aus- 
tralia, like a number of other smaller, dependent economies at the present time, 
finds herself in a very favourable position, at all events relatively to the great 
trading nations of the world. She escaped material damage as a direct conse- 
quence of the war, even although her resources and industrial organization 
were jumbled and distorted by her war effort. But these distortions are being 
corrected now, and her economy is springing back into its former balance, and 
resuming its previous activity, very quickly and smoothly. The problems are 
less complex, and the transformations required less radical, than those of 
more mature, less simple economies, but Australia’s successful transition will 
certainly be helpful to the more important nations. 

At the present time employment in Australia is being maintained at a 
high level, and the flow of materials into industry, while impeded here and 
there by a few bottlenecks and by the shortage of imported capital goods, is 
reasonably satisfactory. Living standards are adequate, and have been 
supplemented within recent years by various social service provisions. Pro- 
ductivity, taking a long view, is rising, although there have been interruptions 
and relapses in various industries, and industrial relations have not been 
uniformly happy. Overseas funds are at a high level and the balance of 
payments is in a very good shape. Internal prices are not showing any pro- 
nounced upward trends, although the post-war increases in the prices of various 
Australian export commodities are likely ultimately to be transmitted to the 
internal price structure. The amount of spending power in the hands of the 
public is perhaps excessive by pre-war standards, but appears to be relatively 
passive, and not an immediate source of inflationary danger. Public finance 
on the whole is in a healthy condition, revenues are buoyant, and the financial 
policies which are being pursued seem to be wise and prudent. 


BUDGETARY TRENDS 


The Commonwealth Budget for 1946-47, introduced by Mr. J. B. Chifley, 
Prime Minister and Treasurer, last November, plainly reflected the progress of 
the transition. As the table on page 84 shows, a substantial reduction was 
expected in the deficit. But this expectation may well be bettered. Revenue 
for the eight months to end-February was £242 millions. Thanks to business 
prosperity, rising money incomes, and consumers’ spending, for which full 
employment is mainly responsible, it is clear that the estimate of £385 millions 
will be exceeded. An increase in the volume of imports has led to an increase 
in Customs revenue. Expenditure for the eight months was {£253 millions, 
compared with the estimate of £444 millions for the year. Savings have been 
effected in defence and allied services, while there has been a lag in spending 
on new civil works, mainly because of shortages of labour and materials. On 
the other hand, large settlements will be brought to account in May and June 
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and, in particular, heavy payments overseas are anticipated. Clearly, it is too 
soon to attempt precise forecasts, but the final figures for the year are likely 
to show an appreciably smaller deficit than the Budget estimate of £59 millions, 
Already, the buoyancy of the revenue has permitted a substantial reduction 
of the Treasury Bills issued during the war ; their total on October 31 last was 
£303 millions, compared with £363 millions a year earlier. 

Mr. Chifley, in a detailed survey last March, stated that Commonwealth 
expenditure is unlikely in future to fall below £400 millions a year, in contrast 
with about £88 millions in 1936-37. The provision for defence must be sub- 
stantially above that of pre-war years. Debt charges, war pensions, etc,, 
have risen steeply as a result of the two wars, and there is a special liability 
of £75 millions for war gratuities. Social Service payments, which in 1936-37 
were {14 millions, will be about £68 millions this year, and on the basis of 
existing legislation and approved plans will approach {100 millions a year 
within five years. 

COMMONWEALTH BUDGET 


1944-45 1945-46 1946-47 
(Actual) (Actual) (Estimated) 
£A. Million 
Defence Expenditure re as 460 378 221 
Other Expenditure wa - 183 164 223 


643 542 444 


Revenue from Taxation .. ia 338 351 348 
Other Revenue a ica - 39 38 37 


377 389 385 
Gap—To be financed from Loan Fund 266 153 59 


A fundamental change in Commonwealth finance is the increase in the 
payment to the States under the principle of uniform taxation. Before the 
war the States raised between {25 and £30 millions annually from income 
taxes ; during the war they were granted £34 millions by the Commonwealth 
under the uniform taxation scheme. The amount will be raised to £40 millions 
this year and in 1947-48 whilst in subsequent years the amount of £40 millions 
will be varied in proportion to variations in the States’ populations, and the 
resultant amount will be increased by half the percentage increase in the level 
of average wages per person employed over the level in 1946-47. Taking into 
account various other grants, the States will receive from the Commonwealth 
£58 millions this year, compared with {50 millions in 1945-46. 

Industry appears almost to have reached a manpower ceiling, which means 
that increased output of goods and services can come only from higher produc- 
tivity. The Government is therefore maintaining a firm control over prices 
and cost movements. Subsidies paid under the Commonwealth scheme to 
stabilize the cost of living reached {£13 millions in 1945-46 and this year are 
expected to cost almost {16 millions. Even so, some rises in wages and prices 
are inevitable, and will increase significantly the costs of Commonwealth 
works, trading activities, and general administration. 

Evidently, it would not be safe to assume that revenue will continue to 
expand strongly year after year ; and if commitments are set against prospec 
tive revenue any illusion that the future will be a time of easy finance is 
readily dispelled. Mr. Chifley will propose further tax reductions and the 
extension of governmental services and benefits, but stated that, in framing 
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these measures, the Government has given due weight to their effect upon 
the Budget some years hence, as well as immediately. It will propose (a) a 
reduction, as from July I next, in income tax on individuals, which, with 
revious reductions, will mean that within eighteen months the combined levy 
of Social Service contributions and personal income tax has been at least 
halved for the majority of taxpayers; (b) an increase in the income tax 
dependant allowances; (c) additional concessions to certain groups and 
industries in the fields of income tax, estate duty and gift duty ; (d) increases 
in invalid and old-age pensions, widows’ pensions, war pensions and re-estab- 
lishment allowances. 
BALANCE OF PAYMENTS 

The Government has decided that the most appropriate method of contri- 
buting to the relief of Britain’s post-war external balance of payments problem 
would be for Australia to make an outright contribution of £A.25 millions. 
This gift is to be treated as Australia’s contribution towards war costs incurred 


AUSTRALIAN OVERSEAS TRADE 


£A. Million 
Imports Exports 
Civil Governmental Total 
1938-39 .. ee oe 119.2 5.2 124.4 121.5 
1943-44 -- wa a 98.1 165.0 263.1 146.7 
1944-45 -- ae ae 100.2 132.8 233.0 155-3 
1945-40 .. sie ee 122.7 71.9 194.6 189.5 
1946-47 (8 months) a 127.6 13.3 140.9* 203.4* 
* Preliminary figures subject to revision. 


by the British Government in and around the Pacific. It has been made 
possible by the strengthening of Australia’s own external position since 1939. 
Not only has Australia reduced her sterling debt by roughly {60 millions, but 
her London Funds have been raised considerably above their pre-war level. 
When hostilities ceased, they stood at around {120 millions; at the end of 
March last they were about {170 millions. It would be easy, however, to 
exaggerate the importance of this improvement. 

It is true that, at present, thanks to the exceptional prices for wool and 
wheat, proceeds of exports are running at a very high figure compared with 
previous years. As the accompanying table shows, exports of merchandise 
for the eight months ending February, 1947, totalled £A.203.4 millions, com- 
pared with {A.117.8 millions for the same months of 1945-6, an increase of £A.85.6 
millions. On the other hand, imports of merchandise for the same period were 
valued at £A.140.9 millions, compared with £A.134 millions, an increase of only 
fA.6.9 millions. The published figures of exports and imports, however, need 
interpretation. Australia is exporting this year some wool for which she has 
already received payment from the United Kingdom, and, in estimating the 
current balance of payments, fairly substantial deductions must be made 
from export proceeds on this account. Nevertheless, export income from the 
current wool clip will be very high, and conjectures based on official estimates 
of production give a figure between £A.80 and {A.go millions. This is an 
excellent result, which is due, of course, not so much to a good clip as the 
high prices for wool. It must be recognized, nevertheless, that although wool 
pices are high, they have not risen to the same extent as most of Australia’s 
other export prices. Wheat and lead, for instance, show much larger relative 
mcreases from pre-war levels, and the various “ contract commodities ”’ show 
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very much the same percentage increases. In the case of wheat, an adverse 
season has restricted production, and export earnings have accordingly been 
reduced. 

It is not to be expected that the present high prices for exports will continue 
indefinitely. Even more important, for the longer-run, is the fact that the 
Commonwealth accumulated large arrears of import requirements during the 
period of war-time shortages. Moreover, there has been an increase of some 
80 per cent. in import prices; and a further consideration is that various 
Government commitments overseas have still to be met. It must therefore 
be only a matter of time before the present export surplus is considerably 
reduced, and reserves of overseas funds, which are now apparently quite 
ample, may need to be used for current trading requirements. 


THE BANK AMALGAMATIONS 


In the sphere of commercial banking, quite the most striking development 
has been the evidence of pressure towards closer integration. The announce. 
ment, at the end of March, of the merger of the National Bank of Australasia 
with the Queensland National Bank, coming so soon after the amalgamation 
of the Union Bank of Australia and the Bank of Australasia (announced in 
February), has naturally aroused keen interest in financial circles in Australia 
as, indeed, in London, too. There has inevitably been a good deal of specula- 
tion both about the mainspring of these proposals and about the possibility 












of still further consolidation among the remaining trading banks. Under the | 
Banking Act, 1945—the Act which, among other things, projected into peace- | 
time the special powers of control over the trading banks which the authorities | 


secured during the war—any bank subject to its provisions is precluded from 
entering into “‘ any arrangement or agreement for any sale or disposal of its 
business by amalgamation or otherwise ’’ except with the prior consent of the 
Commonwealth Treasurer acting upon a recommendation by the Common- 
wealth Bank. Obviously, therefore, the mergers have been closely scrutinized 


PO BIER a 


by the Central Bank, which before making its recommendation must have been | 


satisfied that the schemes would not lead to any weakening of its own control 
of the banking structure. 
But the fact that approval was given certainly does not mean that the 


authorities positively favour amalgamations in principle, and suggestions that | 


these particular mergers were officially inspired may safely be heavily dis 
counted. A positive policy of this kind, even without specific initiative, 
would indeed have meant a reversal of all tradition in Government policy 
towards banking ; for a generation or more the principal elements of policy 
have all stemmed from the fears of private banking monopoly which originally 
gave rise to the Commonwealth Bank. These mergers have evidently been 
approved on their individual merits, and not as a matter of general principle. 
Each, indeed, had quite clear merits. The distinctive feature of the first 
merger—as THE BANKER pointed out last March—was that it was between 
banks whose organizations were both controlled from head offices in London, 
and whose development and business have followed closely parallel lines, so that 
financial fusion offered the possibility of smooth integration and ready econ 
mies. The second amalgamation presents quite different advantages, as 2 
marriage between a nation-wide organization and a smaller institution strongly 
entrenched and intensively developed locally. The National Bank of Austr 
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lasia entered Queensland banking seriously only in 1920, when it absorbed 
the Bank of Queensland; but as a result of that operation and subsequent 
development it has 58 offices within that State, so that there is substantial 
overlapping with the Queensland National Bank, which has scarcely operated 
outside. Integration of head office administration and inspection systems, 
and concentration of overlapping branches and agency arrangements, promise 
worth-while economies eventually. They are not likely to mature rapidly, 
however, for it has been reported (and there is no reason to doubt the state- 
ment) that official approval was made conditional upon the avoidance of any 
displacement of existing staffs. 

But though that may restrict the immediate savings, it is no denial of 
the underlying advantages, for the essence of these mergers is a long-term view 
of banking possibilities and profit-earning capacity. In this more remote 
sense, it can hardly be doubted that there is a link between these developments 
and the recent strengthening of official control over the whole system of private 


NINE TRADING BANKS 
I.—DEPOSITS WITHIN AUSTRALIA 


£A. Million 
Deposits 
Average of Not bearing Bearing Total 
Weekly Figures Interest Interest 

1939 -. =e o's oz 121.6 199.9 321.5 

1945 -- ai i a 362.4 224.6 587.0 

1946 .. oi ac aa 412.7 212.9 625.6 

January, 1946 re ‘a 392.8 221.4 614.2 

February, 1947 aia oii 444.3 206.1 650.4 

II.—ASSETS WITHIN AUSTRALIA 
£A. Million 
Coin, Bullion, 
Average of Notes and Cash Treasury Government Special Advances, 
Weekly Figures. with Bills. & Municipal Accounts with Discounts, 

Cwlth. Bank Securities Cwlth. Bank ete.” 
1939 .. oe 33-8 23.2 42:3 — 290.7 
1945... nis 38.4 59. 110.8 228.0 206.4 
1946 .. ik 37.8 42.2 113.4 252.9 231.9 
January, 1946 44.0 71.8 117.0 232.7 208.7 
February, 1947 41.8 36.4 84.3 271.6 264.7 


* From September, 1945, not strictly comparable with earlier figures, owing to the exclusion 
of bills receivable and minor miscellaneous assets. 


banking in Australia. Through the special accounts system, whereby the 
counterpart of surplus assets (above a specified level) may be called each 
morith, for lodgment in Special Accounts with the Central Bank from which 
withdrawals can be made only with the permission of the Bank, the authorities 
virtually dictate the maximum scale of commercial banking as well as the 
broad disposition of bank assets, and through the exercise of their other 
powers could, if they wished, also exert a considerable influence upon the 
disposition of assets in detail. One guiding criterion in the deployment of 
these powers is undoubtedly the actual and prospective level of bank profits, 
so that in broad terms there are practical limits to the prospective growth of 
earnings. It is not yet certain whether in practice there would be comparable 
limits to movements in the opposite direction. 

In the circumstances, it is plainly prudent for the trading banks to take 
along view and to strengthen their organizations and seek economies by well- 
conceived measures of rationalization, wherever such schemes are open to 
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them. Provided that the movement does not proceed to the point at which 
competition is unduly restricted (and official wariness to precisely this danger 
will certainly suffice to prevent it), the new measures of peace-time control wil] 
have the indirect effect of increasing the internal efficiency of the system, 
There is no reason yet to assume that similar considerations will provoke 
further mergers, or, indeed, that there are other instances in which the case 
for integration could in present circumstances be as convincingly made as in 
these two schemes. It is evident, too, that the further the movement proceeds, 
the less likely is it that any new candidates would secure an official blessing, 
because of the progressive limitation of the field for competition. 

The manner in which the commercial banking system has been shaped to 
the needs of reconversion shows instructively the way in which these longer. 
run influences are beginning to work themselves out. Trading bank advances 
have recovered strongly since the end of hostilities, as the table on page & 
indicates. But although total deposits have continued to rise, and thus could 
have financed a large part of the additional advances, the banks have not been 
allowed both to keep their war-time accumulations of Government securities 
and lend more to their private customers. The additional deposits have been 
largely drawn off into the special accounts at the Commonwealth Bank (in the 
thirteen months to last February the rise in these accounts actually exceeded, 
quite substantially, that in customers’ deposits), so that the new advances 
could be financed only by reductions in the security portfolios—through 
redemptions of Treasury bills on the one hand and (principally) by re-sales of 
securities to the Central Bank on the other. 

As a large part of the reduction occurred in Treasury bills (which rank as 
the virtual equivalent of cash), the effect has been to produce a steep fall in 
the ratio of liquid assets to total deposits—from nearly 19 per cent. early last 
year to 12 per cent. in February last. The average ratio in 1939 was 17.7 
per cent., but in contrasting this with the present ratio it should be remem- 
bered that a fuller employment of bank resources now can be justified by normal 
canons of banking prudence because the special account balances are available 
as cash in certain circumstances subject to the approval of the Central Bank. 
In this sense, they are a contingent cash reserve. 

This economy of bank cash is, of course, one minor compensation for the 
other stresses upon bank earning power. But in this context it is of little 
account in view of the steady drift to lower interest rates. By an order made 
under the National Security (Economic Organization) Regulations, the max: 
mum rate which trading banks may charge for overdrafts was reduced from 
4} to 44 per cent. as from January 1 last. A similar reduction has been applied 
to the maximum rate for new loans for fixed periods by trading banks ; for 
new loans made on policies by life assurance offices ; and for loans and advances 
by pastoral companies (the new maximum for this last category is 5 per cent). 
In addition, as from February 1, the Central Bank reduced from } per cent. 
to $ per cent. the rate of interest allowed on the Special Accounts of the trading 
banks. It has also reduced to 3} per cent. the rate it charges on rural credit 
loans carrying a Government guarantee and made to assist orderly 
marketing of primary products. These reductions constitute a further step 
in implementing the policy of low interest rates; they are linked with the 
reduction in deposit rates made in December, 1945, and with the reduction 
in the long-term bond rate announced in November, 1946. 
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The Geneva Marathon 


From Our Special Correspondent 


GENEVA, April 21, 1947 


HE long-distance race on which the preparatory committee of the United 
TT sation Conference on Trade and Unemployment has entered at Geneva 

is expected to achieve two things. In the first place it will devote itself 
to a series of complicated bilateral tariff and preference negotiations which will 
later be multilateralized by the operation of the most-favoured-nation clause. 
If these negotiations are as successful as it is widely believed here that they 
will be, the present walls of tariff obstacles to international trade should 
undergo a considerable scaling-down. The second objective of the preparatory 
committee is to agree a revised version of the draft charter of the proposed 
International Trade Organization and to negotiate an interim agreement by 
which the eighteen countries represented here would undertake to abide by 
the sections of that charter incorporated in this preliminary agreement. The 
proposed charter would then be recommended to a full United Nations con- 
ference on Trade and Employment which, according to present intentions, 
would meet later in 1947 and at which the I.T.O. would be launched. At this 
later conference the full charter would be agreed, but adhesion to the agree- 
ments there reached would, of course, have to be subject to ratification by the 
member countries according to their respective legislative requirements. 

The tariff and preference negotiations will occupy most of the interest in 
the first part of the Geneva negotiations—say until the close of May. This does 
not mean that during these first weeks the charter will not come under discus- 
sion. There are, in fact, some important sections of the charter which, even as 
left by the drafting committee in New York, will have to be elucidated before 
tariff and preference negotiations can make much headway. This is particu- 
larly true of article 24 of the ‘“‘ Lake Success” version of the charter, which 
states that “ all negotiated reductions in most-favoured-natiou import tariffs 
shall operate automatically to reduce or eliminate preference margins, and no 
margin of preference shall be increased’. Four delegates at the Lake Success 
meeting of the drafting committee maintained that, in accordance with the 
agreed principle that negotiations should proceed on a mutually advantageous 
basis, the rule in this article should not operate automatically, but that members 
should be free to negotiate for a reduction in the preferential rate as well as 
in the most-favoured-nation rate. The issues involved by this disagreement 
will crystallize rapidly as negotiations begin between the U.S. and Common- 
wealth delegates, and it is probable that the disagreement on this matter of 
principle will be resolved when that principle comes to be applied to specific 
cases. Some progress with work on the charter will, therefore, be made from a 
very early stage in the negotiations. 

During these initial w eeks, however, it will be the tariff bargaining which 
will hold the centre of the stage. This is proceeding in the protected seclusion of 
a well-guarded ‘‘ security zone ’’ of the Palais des Nations. It is not proceeding 
quite as fast as might be desired. After the Church House meeting of the pre- 
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paratory committee, the participating countries were asked to prepare lists or 
schedules of requests they were making to the other countries and similar lists 
of concessions which they themselves were prepared to make. The progress 
made in preparing those schedules, which must form the basic documentation 
of the negotiations, has proved dismally slow. The United States was ready 
with its two-way schedules within a few days of the formal opening of the 
Geneva talks and, with its bountiful manpower and teams of negotiators, 
was immediately prepared to enter into discussions with the other seventeen 
delegations represented here. Unfortunately, they found few other delegations 
similarly well prepared. The British schedules of demands were available and 
have provided the basis on which a start is about to be made on this particular 
set of crucial bilateral discussions. But few other countries have made as much 
progress and some countries, despite the long notice they have had of the 
Geneva meeting, have sent their delegations without any specific instructions, 
The tarift negotiations are, therefore, making a somewhat slow start and there 
is no disguising the mixture of impatience and resentment with which the well- 
prepared delegations, including the Americans, have received the dilatoriness of 
others. 

The hiatus that has intervened between the close of the formal opening 
speeches and the beginning of tariff negotiations has been largely devoted to 
clearing up points of procedure. As has happened in so many international 
conferences, procedural points have unexpectedly acquired great practical 
importance. The most important issue is the mechanism for the exchange of 
schedules of demands and offers on which the tariff negotiations will proceed. 
This may seem an unimportant and insignificant matter, but it has acquired 
considerable tactical significance. The American view is that each of the 
eighteen countries represented here, when making its demand and offers to 
another country, should automatically communicate the information to all the 
other participating countries and should thus open the way to bilateral discus- 
sions with each of the countries represented here. The Americans wish to see 
the principle of multilateralism extended as soon as possible to the whole range 
of the negotiations. The opponents to this attitude, led by the British delega- 
tion, argue that the exchange of schedules should be confined to the immediate 
parties concerned in each set of bilateral negotiations. They contend that to 
give other countries lists of potential concessions before those countries have 
even prepared their schedules of demands is to weaken the whole bargaining 
position of the early starter. The British view is that the negotiations should be 
kept strictly bilateral until the last possible moment. The Americans fear that 
this particular procedure would in effect mean that the alignment of negotiators 
encouraged by this procedure would be to range the United States on one side 
and each of the other seventeen countries on the other. The juxtaposition of 
forces at Geneva inevitably suggests that in this conference it is “America versus 
the rest ’’ and the Americans wish to do nothing to emphasize a state of affairs 
which is somewhat unpalatable to them. 

This is not to say that the Americans have come to the conference prepared 
to give away as little as possible. This, after all, is a conference convened on 
American initiative. Its success is a matter of primary importance for the US. 
economy and for the prestige of the present administration. The United States 
can, by executive action and without reference to Congress, cut tarifts to 50 per 
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cent. of the figures at which they stood on January 1, 1945. Hearings have 
taken place in Washington on the considerable list of items on which tariff con- 
cessions may be made in the Geneva negotiations. The escape clause to be 
introduced into the reciprocal trade agreements made by the United States, 
on which so much public attention has been focused recently, should in effect 
encourage the American negotiators to prove more liberal in the concessions 
they are prepared to make than they would otherwise have been. On the 
American side, there is likely to be greater readiness to be bold when the possi- 
bility of correcting the mistakes of excessive boldness exists. There appears to 
be little fear or suspicion of the exchange clause among the other delegations. 
Apart from the fact that it is a clause available to both parties to a trade agree- 
ment, there is the conviction that such a clause would be invoked by the 
Americans only with the greatest reluctance. Its invocation by the country 
most committed to the ideals set forth in the I.T.O. charter would be the signal 
for similar action on the part of other countries and might well start a general 
retreat from all the ground that will be gained at these Geneva negotiations. 

The tariff negotiations are therefore being entered upon with a fair measure 
of optimism. As Dr. Coombs, head of the Australian delegation, said in his 
opening speech, “ the difficulty is not to find markets in which to sell goods 
but to find the goods to meet urgent needs. We can, therefore, now, if we will, 
see tariffs and preferences in their right perspective . . . their influence on the 
flow of trade is small, affecting the direction and composition of trade rather 
than its volume ’’. This was an argument advanced by the Australian delegate 
in order to justify the resistance he is certain to offer to demands for reductions 
in Australian tariffs ; but with the right leadership from the United States it is 
an argument which could also lend strength to the movement to reduce sub- 
stantially the present level of tariff barriers. 

If, however, tariffs are relatively unimportant for the immediate future, 
there are many other impediments to the movement of international trade which 
must be reckoned with. They may be grouped under the heading of quantita- 
tive restrictions. To-day, they are as important as tariffs and preferences are 
unimportant. Consideration of this aspect of trade restrictions will be deferred 
until the second stage of the Geneva discussions, when the charter will occupy 
the centre of the stage. The revised version of the charter, as drafted by the 
committee which met last January and February in New York, has now been 
published. It does not differ in major respects from the version which emerged 
from the first session of the preliminary committee at Church House. The 
most controversial clauses remain in the form of alternative texts, and it will 
be for this second session of the preparatory committee to endeavour to arrive 
at definitive texts which in turn will be submitted to the full United Nations 
meeting to be held next October, probably in Geneva, at which the Interna- 
tional Trade Organization will be finally launched. 

The problem of drafting the charter is that of steering between, on the one 
hand, the needs of the extremely difficult and, it is to be hoped, temporary and 
artificial conditions that face the world in the transition from the devastations 
and losses of the war period and, on the other, the long-term objectives towards 
which the commercial policy of the principal nations of the world should be 
striving. There is no doubt that at this moment a clash must inevitably occur 
between the short-term and long-term objectives of commercial policy. Many 
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nations in the world have seen their economies shattered by the war, either by 
direct physical damage or by impairment of their external financial positions, 
Those countries must have recourse to exceptional defensive measures during 
a transition period which may last as long as five years. To draft the charter of 
the International Trade Organization at the present moment is therefore to run 
the risk of making the defensive measures required during a purely temporary 
transition period the really essential and fundamental part of the proposed code 
of commercial behaviour. 

Apart from this particular problem, which is one of the timing and selection, 
there is a deeper clash which concerns the long-term objectives themselves, 
That clash has been the subject of debate for many months now and it cannot be 
said that the issue has yet been settled. It was reflected in most of the inaugural 
speeches that were delivered at the beginning of the Geneva meeting. It was 
most clearly stated by the New Zealand and Indian delegates, who went out of 
their way to point out that the maximum economic development of the world as 
a whole was not necessarily synonymous with a multilateral system of free and 
non-discriminatory trade. The industrially under-developed countries are still 
persistent in their plea that they must be allowed to diversify their resources and 
activities if they are to make their maximum contribution to the growth of 
world trade. Similarly, countries, whose economies depend on certain types of 
protection, including Imperial Preferences, will be extremely loath to abandon 
those defences unless the price paid by others, in tariff reductions, is held to be 
fully adequate, and unless the major countries and in particular the United 
States can provide reasonable assurances of stability in future economic 
behaviour. 

In anticipation of the later debate on the I.T.O. charter, the International 
Chamber of Commerce, which is well represented at Geneva and is working 
carefully to a watching brief, has issued a closely reasoned report on the draft 
charter. The approach of the International Chamber of Commerce is that of 
the trader primarily interested in the greatest possible development of inter- 
national trade. Its case is one which demands the most sympathetic hearing, 
for these long-term objectives must surely be synonymous with those of a 
commercial community such as Britain. Such views deserve to be well venti- 
lated, if only to neutralize some of the cacophonous noises made by those 
countries—and there are far too many of them—which will endeavour to join 
the I.T.O. with the firm intention of obtaining all the benefits of membership 
without paying any of the dues. The International Chamber of Commerce 
recognizes that, in the present condition of the world, there is a considerable 
gap between that which is ultimately desirable and that which is immediately 
possible. ‘‘ Countries faced with very serious day-to-day difficulties are 
inevitably forced to adopt restrictions and controls which are entirely un- 
desirable as permanent features of national policy in international economic 
relations. There is real danger lest such emergency devices should be per- 
petuated by the sheer force of inertia ” 

Such dangers from perpetuation of devices justifible only in the abnormal 
transitional conditions are most apparent in the section of the charter dealing 
with general commercial policy. This represents the very heart of the charter, 
since it elaborates the rules that must be followed in future international 
commercial relations. It provides for the methods by which reductions of 
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tariffs and elimination of preferences will be achieved ; for the general elimina- 
tion of quantitative restrictions on international trade ; for restrictions that 
may be allowed to countries in balance of payments difficulties ; for subsidies, 
State trading, and the problem of the most-favoured-nation clause. 

As it stands at present, about one-tenth of this section of the charter is 
devoted to the enunciation of general principles, with nine-tenths devoted to 
reservations and exceptions to these rules. As a result, the document acquires 
a curiously distorted appearance and becomes much more a code for conduct 
in the abnormal circumstances of the transition period than the ideal code 
towards which the nations of the world should strive to work. A suggestion 
has been made that all exceptions relating to temporary emergency situations 
should be removed from the body of the charter and assembled in a separate 
protocol. This suggestion has been taken up by the International Chamber of 
Commerce and referred to the earnest attention of the Preparatory Committee 
meeting at Geneva. It is a constructive suggestion. Its acceptance would 
improve both sides of the charter. It would allow far more detailed considera- 
tion of the special devices that may have to be allowed in the transition period. 
In particular it would allow greater development of those parts of the charter 
which deal with the non-discriminatory administration of quantitative restric- 
tions on international trade. At the same time, it would leave in far clearer 
perspective the long-term objectives of the charter, which are and should be 
the establishment of a code of international commercial conduct in which the 
freedom of trade and of access to markets is maximized. 

One of the more important sections of the charter that will come up for 
discussion in the latter part of the Preparatory Committee’s meeting is that 
dealing with the most-favoured-nation clause, and in particular with application 
of that clause between members of the I.T.O. and non-member countries. 
The first point to be discussed will be the extent to which preferential arrange- 
ments and customs unions will be permitted as exceptions from the most- 
favoured-nation treatment. The outlines of these exceptions have already 
been drawn. There must, however, be many marginal cases where the position 
will have to be interpreted in the light of each case. One such example is the 
customs union between Belgium, the Netherlands and Luxembourg, which is 
now being negotiated. 

On the question of relations with non-members, the draft charter has 
nothing to say, and leaves consideration of this article for a later stage of the 
discussions. As it now stands, the clause dealing with most-favoured-nation 
treatment states that “‘ any advantage, favour, privilege or immunity granted 
by any member to any product originating in or destined for any other country 
shall be accorded immediately and unconditionally to the like product origina- 
ting in or destined for all other member countries respectively ’’. It remains 
to be decided how far this treatment will be extended to non-members. There 
will be considerable opposition to the automatic extension of most-favoured- 
nation treatment to countries which are not prepared to take over the duties 
and burdens of membership of the I.T.O. That question will be more easy to 
answer when it can be seen, first, how well the project of the I.T.O. survives 
the crucial test of tariff and preference negotiations to which it is now being 
submitted, and, secondly, how many of the United Nations are prepared to 
accept the invitation to the meeting next October at which the I.T.O. will 
finally be launched. 
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Origin and Growth of Savings Banks 


I—Experiments in Thrift and Benevolence 


By W. E. Cogman 


(A member, of twenty-eight years’ standing, of the staff of the 
National Savings Committee*) 


HE history—the largely unrecorded history—of the evolution of the 
"T sevings Banks is very far from being a study of purely financial technique 

or mechanisms. It is, in its earliest stages, a reflection of the social life 
of the country, a case-study of the awakening social conscience—a curious 
mixture of paternalism and philanthropy, of organized benevolence combined 
with organized thrift, of business acumen and religious principle. This first 
article will trace the evolution of such ideas and early experiments. A second 
article will examine the rise of the modern Savings Banks, the development of 
legal control, and the relationship to Governmental finance through the 
Commissioners for the National Debt. 

Credit for the origination of the idea of a Savings Bank has usually been 
given to that versatile genius, Daniel Defoe. In his Essay on Projects, first 
published in 1697, he refers to Life Assurance (which he “ could not admire ”) 
and then passes to Friendly Societies, of which a few in somewhat primitive 
form were then in existence. After developing in some detail schemes for 
Friendly Societies for Sailors and for Widows, he proceeded to a very elaborate 
project for a Pension Office which really combined many of the fundamental 
ideas of a Savings Bank, of Sickness and Accident Insurance, of Widows’ 
Pensions and Old-Age Pensions. Apparently he did not contemplate any 
Government control, but rather that the business should be managed by a 
Court of elected or nominated Governors. 

There is no evidence to show how far these ideas and proposals originated 
with Defoe himself and how far he had merely adapted and elaborated ideas 
that were being currently discussed in the London coffee-houses. During the 
preceding decade, financial problems had received much attention and thought 
from many of the ablest thinkers of the time, among them John Locke. The 
year 1694, it will be recalled, had seen the founding of the Bank of England, 
followed by much controversy about the rival proposal for a Land Bank. 

Nothing seems to have come of Defoe’s project, however, and the idea ofa 
Savings Bank appears to have been forgotten for nearly three-quarters of a 
century. Then, in 1773, a Bill was introduced into the House of Commons 
by William Dowdeswell to enable parishes to grant deferred annuities to their 
poor and industrious inhabitants. The Bill provided for the making of regular 
deposits by the poorer classes for the provision of annuities for old age, the 
poor rates to be liable to make up the amount required if the fund raised 
by the deposits was inadequate. The Bill was supported by Sir George Savile, 
Edmund Burke, and other prominent members, and was passed by the Com- 
mons with a decided majority. The House of Lords thereupon rejected it 
This proposal is of interest, however, as showing an advanced state of public 
opinion in the early days of the Industrial Revolution. The idea embodied m 
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* Any opinions expressed in these articles reflect the personal views of the author, and are nd 
necessarily those of the authorities.—Eb. 
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the Bill was practically that of contributory old-age pensions, supplemented 
—if not actually by State support—at least by assistance from the local 
community through the poor rate. 

The next few years produced many suggestions for Friendly Societies, 
Provident Funds, Contributory Pensions, and schemes “ for the relief of the 
industrious poor ’’. Among the most noteworthy projects of this nature were 
those published by Francis Maseres, F.R.S., Cursitor Baron of the Exchequer, 
the Rev. Dr. Price, the Rev. E. Wilson, Canon of Windsor, and Jeremy 
Bentham. 

The first Savings Bank in the British Isles of which there is any record 
was the Wendover Parish Bank, founded in 1798 by the Rev. Joseph Smith. 
He arranged for the receipt of deposits on which a bonus was paid, provided 
they remained with the Bank until Christmas. This ‘‘ bank ” appears to have 
been more in the nature of a Christmas Club than of a Savings Bank as the 
term is understood to-day. This experiment was followed in 1799 by the 
Charitable Bank at Tottenham, founded by Mrs. Priscilla Wakefield, authoress 
of several improving works for young people. Ordinary members paid certain 
sums per month according to their age and became entitled to a pension at 
the age of 60. In 1801 a regular bank for savings was added, the interest 
given being 5 per cent. In 1804 the Tottenham Bank was more regularly 
organized with John Eardley Wilmot (later created a baronet) and a Mr. 
Spurling as Trustees. 

In 1803 Malthus, in his Essay on Population, suggested the establishment 
of County Banks to facilitate the saving of small sums of money and to 
encourage young labourers to economize their savings with a view to a pro- 
vision for marriage. Four years later, on February 19, 1807, Samuel Whit- 
bread, the brewer, moved in the House of Commons for leave to bring in a Bill 
“for Promoting and Encouraging Industry amongst the Labouring Classes of 
the Community, and the Relief and Regulation of the Criminal and Necessitous 
Poor”. 

The proposals included one for “‘ the establishment of one great national 
institution in the nature of a bank, for the use and advantage of the labouring 
classes alone’”’. Deposits were to be made only by persons certified “ to 
subsist principally or alone by the wages of his labour ’’, and were not to exceed 
{5 at a time, £20 in one year, or £200 in all. The fund was to be invested in 
Government Stock by the ‘‘ Commissioners of the Poor’s Fund”’, and the 
scheme was to be carried into effect ‘‘ by the intervention of the Post Office ”’ ; 
the Postmaster of the place from which the money was sent was to keep a 
record of each transaction and was to be paid one penny in the pound. The 
Commissioners of the Poor’s Fund were also to grant annuities and insurances. 

Herein was the first suggestion of a Government-controlled Savings Bank, 
so that Whitbread may be regarded as the originator of the idea of the Post 
Office Savings Bank. But the Bill was too far in advance of public opinion, 
and fifty-four years were to elapse before a similar measure became law. 

About the same time an interesting character, John Bone, published several 
pamphlets outlining plans for the improvement of the Poor Laws, the relief 
of the poor, and measures to help the poor to help themselves. How far he 
was actuated by genuine motives of philanthropy and how far he was an 
adventurer living by his wits, it is not now easy to judge. His later pamphlets, 
published in 1806 and 1807, set out in great detail schemes for a grandiose 
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institution under the name of ‘“‘ Tranquillity ’’, designed to entitle its members, 

on the regular payment of a small subscription over a term of years, to pensions 
and housing in their old age. William Hone, who was for a time Bone’s partner 
in a bookselling business in the Strand, and who later achieved some popularity 
through his ‘‘ Every Day Book ”’, ‘‘ Table Book ” and “‘ Year Book ’’, appears 
to have had some share in the “‘ Tranquillity ” project. 

According to Bone’s own claim, the “ Tranquillity ”’ scheme was actually 
established and succeeded “‘ to a desirable extent ’’, but was given up from a 
want of funds to defray the incidental expenses of management. Bone’s 
scheme, however, had important results, as it was through reading the pam. 
phlets on “ Tranquillity” that the Rev. Henry Duncan, D.D., of Ruthwell, 
Dumfries, derived the idea of founding, a few years later, the Ruthwell Parish 
Savings Bank, which is generally regarded as the progenitor of the Trustee 
Savings Banks. 

The Ruthwell Savings Bank was established in 1810, and, from small 
beginnings, achieved in a few years a considerable measure of success. At 
the end of the first year the funds of the Bank amounted to £151 principal 
with £5 16s. 7d. of added interest, but by the end of 1814 the Bank held the 
then substantial total of £1,164. The funds were deposited at 5 per cent. 
interest with the Dumfries Bank of the British Linen Co., ‘‘ that Bank having, 
with its accustomed liberality, granted these advantageous terms from motives 
of benevolence’’. Interest at 4 per cent. per annum was credited to the 
depositors. 

Writing in 1815 (‘‘An Essay on the Nature and Advantages of Parish 
Banks ’’), Duncan refers to several banks which had already been formed on 
the model of that at Ruthwell. These included comparatively large banks at 
Edinburgh (founded January, 1814) and Alloa, and Parish Banks at Kelso, 
Hawick and Mid-Calder. Further banks were then being established at a 
number of other places in South Scotland. The following extract from the 
rules of the Ruthwell Bank is of particular interest : 

‘“‘r. Two funds shall be connected with the institution, a Deposit 
Fund consisting of the payments of those who are to derive benefit from 
it, and an Auxiliary Fund, consisting of the contributions of the benevo- 
lent, together with surplus interest and any unappropriated money from 
other sources. 

“2. These funds shall be managed by a Governor, five Directors, a 
Treasurer, and one or more Trustees, under the control and superinten- 
dence of a Standing Committee, and a General Meeting. 

‘‘72. Any sum under ten pounds, and not less than one shilling, shall 
be received as a deposit, but no interest shall be allowed on any payments 
till they arnount to the sum of one pound sterling. The interest to be 
calculated by months, omitting the odd days, and any sum deposited on 
any of the first seven days of the month to bear interest as if paid on the 
first day of the month.” 

Under Rule 18, members subscribing regularly not less than one shilling per 
week could be granted a bonus out of the auxiliary fund. Occasional loans 
could also be made out of the auxiliary fund to deserving members. It wil 
be seen from these rules that the charitable element was still prominent in the 
early Parish Banks. 
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The Ruthwell Bank was, as far as possible in the absence of a special Act 
of Parliament, under the protection of the Friendly Societies Act. Duncan, 
however, was not satisfied about the position, took legal advice, and found 
that protection under the Friendly Societies Act was doubtful. He therefore 
wrote to W. R. Douglas, M.P. for Dumfries Burghs, on the subject of a special 
Act. He was anticipated by George Rose, M.P., who had already shown great 
interest in the Friendly Societies movement and had been mainly responsible 
for the Friendly Societies Act of 1793 (33 Geo. III c. 54). Rose introduced 
into Parliament, on May 15, 1816, a Bill ‘‘ for the Protection and Encourage- 


| ment of Provident Institutions or Banks for Savings”’. The Bill provided for 


the rules of Savings Banks to be exhibited to the Justices of the Peace at 
Quarter Sessions and to be filed with the Rolls of the Sessions. Provision was 
also made for the investment of funds in Public Stocks in the names of the 
Trustees of the Institution. 

The Bill did not pass in that Session, however, and a similar Bill was intro- 
duced in the following Session—in February, 1817. Duncan had raised some 
opposition to the extension of the earlier Bill to Scotland, as he considered 
some of the provisions unsuitable, and the second Bill thus referred to 
“England and Wales”’ instead of “this Kingdom ’”’. Considerable amend- 
ments were made in Committee. Reference to Ireland was omitted and the 
following provisions (inter alia) were added: 

1. Trustees were empowered to pay into the Bank of England any 
sum not less than {100 to the account of the Commissioners for the 
Reduction of the National Debt, an account to be opened by the Bank 
of England to be denominated “‘ The Fund for the Banks for Savings ”’. 

2. Debentures to be issued by the Bank in respect of such deposits to 
bear interest at the rate of threepence per cent. per diem. 

3. An account to be prepared annually by the Commissioners and 
presented to Parliament. 

A similar Bill was introduced in respect of Ireland, the principal difference 
being that deposits from Irish Savings Banks were to be with the Bank of 
Ireland. Both Bills were passed, the Irish Act on July 11, 1817 (57 Geo. III 
¢. 105) and the English Act on the following day (57 Geo. III c. 130). 

Duncan, who had opposed the extension of Rose’s Act of 1817 to Scotland, 
as he considered some clauses quite unsuitable, was then invited to prepare 
a draft Bill for Scotland and to transmit copies to all the Scottish Savings 
Banks. This draft met with a mixed reception. Several Banks, including 
that of Glasgow, supported it ; others, Edinburgh in particular, opposed it 
strongly. At Douglas’s invitation, Duncan visited London and explained his 
views to many prominent persons, converting several to his side. Largely as 
a result of this, an Act applying to Scotland, based on Duncan’s draft, was 
passed on July 2, 1819. 

The introduction of Rose’s first Savings Bank Bill in 1816 brought the 
subject into considerable prominence, and a number of pamphlets and books, 
describing existing Banks or discussing various proposals and projects, made 
their appearance. Among these may be mentioned one by John Bowles 
entitled Reasons for the Establishment of Provident Institutions called Savings 
Banks, which devotes considerable space to a Savings Bank not previously 
tecorded—the “‘ Provident Institution for the Western Part of the Metropolis ”’. 
The author emphasizes the necessity for Savings Banks to be self-supporting 
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and points out the danger of giving too high a rate of interest in view ofa 
probable rise in the price of Public Funds. That this was a very real danger 
is shown by the experience of the Post Office Savings Bank during the cheap 
money phase of the eighteen nineties. 

Not all the writings inspired by Rose’s Bill, however, were sympathetic 
Cobbett made some savage attacks on Savings Banks in general and on Georg 
Rose in particular. The issue of the Annual Register for January 4, 1817, was 
given up to a virulent attack under the title ‘A New Year’s Gift to old George 
Rose’. The following extracts will show the style of the article : 

“T come now, George, to notice your SAVINGS BANK BUBBLE, 
You were, for a long time, patron of Friendly Societies. ... But, as if 
by inspiration, you suddenly discovered that these were bad things; 
that they collected men together; that when so collected they got 
drunk and falked, the naughty rogues! Yes, and even talked politics, 
too!. 

“At a time when it is notorious that one half of the whole nation js 
in a state little short of starvation—at such a time to bring fortha 
project for collecting the savings of journeymen and labourers in order 
to be lent to the Government and to form a fund for the support of the 
loans in sickness and old age ’”’. 

Two years later he returned to the attack. In a letter, written from 
America in November, 1818, and published in the Register of January 16, 
1819, he wrote “ Your Savings Bank is worthy of a bankrupt attorney who 
has been clerk of a vestry. It is grasping the pennies in the poor’s box”. 

Time brings its revenge. One hundred and twelve years later a direct 
descendant of William Cobbett, Mr. W. P. Cobbett, was Vice-Chairman of th 
Trustee Savings Banks Association. 





















The Progress of the Companies Bill 
By F. R. Ryder 


F there is indeed a common thread running through the numerous amen¢ 

ments that have so far been made in the Companies Bill, it would surely 

found in the effort that has been made to ensure that zeal for reform shal 
not stultify business. Bankers, of course, are in some way directly and indirectly 
concerned just as they were with the original print of the Bill. During the pas 
few months it has received the scrutiny of lawyers as distinguished as Lor 
Maugham, the practical attention crystallized in the form of memoranda df 
such bodies as the Institute of Chartered Accountants, and more than passin 
notice from the Press. And it can fairly be said that the essence of each 0 
these contributions has now been absorbed into the Bill. 

Perhaps the most striking feature is the entire disappearance of the nomint 
provisions, clearly not on account of political objection but by reason of th 
impossibility of drafting clauses to exclude evasion. In fact, the difficulty a 
drafting a clause to cover the different intentions of mortgagees appears (# 
anticipated in an analysis of the first print of the Bill in THE BANKER lat 
January) to have been recognized as insuperable. The subject has not, howevé, 
been entirely disregarded : not only have greater powers of investigation bet 
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given to the Board of Trade, but facility is provided for nominees, such as 
banks, to appoint more than one proxy to vote at meetings of public companies 
_an obvious convenience where shares are held for several different nominees. 
Evidently with the object of discovering more easily the operations of nominees, 
the Board of Trade may now require information without the prior appoint- 
ment of an inspector, and a penalty of six months’ imprisonment or a fine up 
to {500 may be imposed if false or reckless information is given by any person 
having rights of disposal, voting, or consent in connection with the shares. 
Furthermore, no transfer of any kind—even, as in the earlier draft of the Bill, 
if made by operation of law (e.g., the vesting of shares in a personal representa- 
tive or trustee in bankruptcy) or by forfeiture—can be made if the Board of 
Trade so directs. 

Second in general importance among the changes that have been made is 
that in relation to the form of published accounts. Here, as the Lord Chancellor 
pointed out in his summary to the House of Lords, elasticity has been sought. 
For instance, the Board of Trade may now, on the application or with the 
consent of a company’s directors, modify the requirements of the First Schedule 
(which sets out the requirements for form of accounts), the schedule being 
intended merely to protect the commercial public against arbitrary 
enforcement. Again, there is a similar power of modification in respect of 
“group” accounts where a company has subsidiaries, which may also be 
released from the requirement of coincidence of date for all accounts pertaining 
to the group. Further, the amount of contracts for capital expenditure to 
the extent to which it has not been provided for is now required to be indicated 
on the balance sheet only “ where practicable ”’. 

Two further subjects closely connected with company accounts have also 
received attention in committee. In the original print of the Bill, a person 
could not be appointed an auditor to a company unless he was a member of a 
body of accountants recognized by the Board of Trade, or was specifically 
recognized by the Board as qualified abroad or as having practised in Great 
Britain as an accountant before July 18, 1945. This date is now extended to 
January I, 1947, in the cases of persons returning from war service, and, more 
important, the unrecognized accountant may now audit accounts of “‘ exempt 
private companies ’’’. It will be noted that an exempt private company is one 
that is exempt from filing its balance sheet and profit and loss accounts, which 
concession may be claimed if the company has no more than fifty debenture 
holders, has no body corporate as a director and is not subject to control by 
other than its share or debenture holders except in special cases of family 
trusts and banking securities. The second change allied to the subject of 
accounts is the provision that a company can still be an exempt company 
although it may hold shares in another exempt company. This would appear 
to extend considerably the scope of the exemption from filing accounts. 

The classification of the exempt private company has a further implication 
that is of importance to the lending banker. The Bill provides that loans by a 
company to a director or security for such loans shall be unlawful except where 
lending is the company’s ordinary business or the purpose of the loan is to 
enable the director to meet expenditure for the company, or is required in the 
performance of his duties. The ‘‘ exempt ’”’ company is, however, excluded 
from the compass of this provision. Now, for the lending banker, the validity 
of an advance to a director is clearly of significance when a balance sheet is 
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analysed, or, indeed, if the banker is lending money known to be used for his 
purpose. 

Another new feature of the amended Bill is the twenty-eight days “ specig 
notice ’’ which is now required of any resolution removing a director, or fy 
the retention of an over-age director. This procedure, designed apparently ty 
avoid the “‘ snap vote ’’, is also required before a new auditor can be appointed 

Bankers are likely to find that their practical position is considerably easeg 
by the amendment by which a company’s objects may be changed without 
application to the court. It is true that if fifteen per cent. in value of th 
holders of the share capital or of debentures issued before the Act (or ranking 
pari passu to such debentures) object, court proceedings at the expense of the 
company are necessary. However, this is an improbable contingency in the 
majority of cases, and bankers will thus find assistance when they encounte 
companies wishing to give security or a guarantee for purposes that are wlin 
vires. It must be appreciated that this Clause (73) extends only to thog 
alterations of a memorandum of association that may at present be effected 
with the consent of the court. For instance, the objects of a company may b 
amended to permit it to carry on any business that may be conveniently o 
advantageously carried on with its existing business (a tyre company has bee, 
authorized to engage in financial operations), to permit amalgamations ani 
the issue of debentures, or to enable foreign subsidiaries to be floated. How 
ever, a completely new and unconnected object cannot be incorporated unde 
the new clause any more than it can at present be added as a result of a petition 
to court. An incidental result will be that bankers and others dealing with 
companies will now have to determine for themselves whether an amendment 
is within the scope of the provisions—a matter that now follows ipso fac 
from the consent of the court. In particular, lending bankers will have to 
consider whether a company may incorporate in its memorandum an indepen 
dent objects clause—that device by which objects may be regarded separately 
and not merely as ancillaries to the main object. Probably this is possible, but, 
in view of the diverse decisions on this subject and the elasticity of the definition 
of a business that can “‘ conveniently or advantageously be combined with the 
business of the company ”’, it merits some safeguard for third parties. Cer 
tainly it is doubtful whether they will be able to rely upon the principle that 
matters prima facie not irregular may be regarded as beyond enquiry, becaus 
the connexion between the new object and the previous objects will be apparent. 

A further illustration of willingness to meet practical requirements of the 
business community arises on the subject of placings. Where shares have been 
issued to a syndicate, for example prior to offer to the public, no furthe 
advertisement will be required over and above that necessary to comply 
with the Stock Exchange requirements for permission to deal. This machinery, 
which is dependent upon an exemption certificate from a recognized Stod 
Exchange, will obviously save expense and some formality. 

The foregoing notes indicate the most significant of the changes that have 
been made on specific subjects that have received attention. In addition, 
there have, of course, been numerous drafting amendments initiated to elim: 
nate doubt or necessitated by other changes. Those engaged in advising limited 
companies with regard to their financial structure appear, however, to bk 
already proposing to mould their policy to the terms of the Bill; the current 
amendments, therefore, have already a practical interest, even though, necé 
sarily, they have not yet the force of law. 
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Bankers’ Advances against Security 


IV—Charges on Stocks, Shares and Debentures 
By C. R. W. Cuckson 


SHARE in the capital of an incorporated company, although technically 
A\inetudes in the category of “ things in action ’’, is not a debt owing by 

the company to the shareholder, and consequently is not assignable by 
him as a “ debt or other legal thing in action ’’, under section 136 of the Law 
of Property Act, 1925. Such a share is transferable only in the manner laid 
down in the Act of Parliament or Charter constituting the company, or in the 
company’s regulations. Shares in statutory companies, such as Railway or 
Public Utility Companies to which the Companies Clauses Consolidation Act, 
1845, applies, are transferable only by deed under seal, as provided by that 
Act. On the other hand, shares in companies, whether “ limited ”’ or “ un- 
limited ’’, to which the Companies Act, 1929, applies, are transferable “ in 
manner provided by the articles of the company ”’, and in practice a company’s 
articles very rarely require a transfer of its shares to be made by deed, but are 
satisfied with a transfer in a simple form under hand only, “ or in any usual 
or common form which the directors shall approve ’’ ; as article 18 of Table A 
(1929) provides. 

The printed form of share transfer sold by stationers and accepted by almost 
all companies has seals printed on it and is expressed to be “ signed, sealed 
and delivered ’’, but the Courts have held that such a transfer, though in the 
form of a deed, may nevertheless be interpreted as a document under hand 
only, if the company’s regulations permit transfers to be made in that manner. 

The distinction, though purely technical, has important consequences in 
connection with ‘“‘ blank ’”’ transfers, as we shall see below. 

A shareholder’s only document of title to his shares is the share certificate 
issued by the company stating that he is the registered holder of the shares. 
He may accordingly, by analogy with the equitable mortgage of land created 
by deposit of title deeds, create an equitable mortgage of his shares by deposi- 
ting the certificate, with or without a memorandum granting a power of sale 
in case of default in repayment of the debt secured, and undertaking in that 
event to execute a transfer of the shares. 

In order to facilitate realization of the security in case of need, the certificate 
deposited may be accompanied by a transfer of the shares, either fully com- 
pleted with the name of the mortgagee or his nominee as transferee and 
expressed to be for a nominal consideration (usually five shillings), or alterna- 
tively with blanks for the name of the transferee, the amount of the considera- 
tion and the date of transfer. 


EQUITABLE INTERESTS 


A transfer in blank, intended to be filled up by the mortgagee, in the 
event of his realizing the security, by insertion of the name of the buyer of 
the shares and the amount of the purchase-money, has the advantage of 
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avoiding the stamp duty on a completed transfer; but a blank transfer wil] 
















































not be fully effective if the company’s regulations require a transfer to be 
made by deed, because of the technical rule that blanks left in a deed cannot ‘ 
be filled up after execution unless the person who fills them up holds a power P 
of attorney (which must itself be under seal) from the transferor authorizing ‘ 
him to do so, or unless the transfer-deed is “‘ re-delivered ’’ by the transferor ‘ 
after completion. 
As we have seen above, the articles of modern companies, incorporated d 
under the Companies Act, 1929, or the preceding Acts, rarely require transfers 
to be made by deed, and fortunately the Courts have held that if a deed is not f 
essential a transfer, though in the form of a deed, will be construed as a docu. A 
ment under hand only, which if executed in blank may have the blanks filled ‘ 
up without a power of attorney and without re-delivery. In such cases a ft 
blank transfer would be effective, but in the case of companies, notably sh 
Railway companies, whose regulations require transfers to be made by deed, s 
it could not be relied upon, since the requirements of a power of attorney or Fy, 
re-delivery of the transfer may be ruled out in practice. to 
Another risk, of a different kind, confronts an equitable mortgagee of 
shares who does not at once acquire the legal title to them by having them au 
transferred in the company’s register into his own name, or, in the case of F 
bankers, into the names of his nominees (or nominee company). It may 
happen, without the mortgagee’s knowledge, that the shareholder is not, as ter 
he has represented himself to be, the beneficial owner of the mortgaged shares; F 4, 
he may hold them as sole trustee under a will or settlement. In such circum. be 
stances the equitable title of the beneficiaries, being earlier in time, would fF , , 
have priority over that of the mortgagee, so long as the latter’s title remaim Fz, 
merely equitable. But the mortgagee, if he has the shares transferred to him 
or his nominees without notice, express or constructive, at the time of transfer, for 
of any other equitable claims, obtains priority over all such claims that may fF a4 
afterwards come to light. cre 
Attempts have been made in the past to protect equitable mortgages by Fg, 
deposit of certificates, not completed by registration of the mortgagee a 
owner of the shares, by giving notice of the mortgage to the company, on the 
supposition that such notice would give priority to the mortgage as in the case 
of the assignment of a debt or other “ thing in action”’. The practice of mos Ff mo; 
companies is to reject such a notice on the ground that under Section rord F pan 
the Act of 1929, or the corresponding sections of the previous Companies Acts, F righ 
“no notice of any trust, expressed, implied or constructive, shall be entered incl 
in the register or be receivable by the registrar ”. Some companies, moreovel, F pub 
have an article going further than this, and exempting the company from being F pra 
bound by or recognizing any equitable interest in any share, or any mght F outs 
thereto, except the absolute right of the registered holder. tod 
Whether such an “ exemption clause ”’ really adds anything to the effet F ata 
of Section 101 appears to be doubtful, but at all events it seems to be the time 
better opinion that an equitable title to shares cannot be perfected, or gail F gene 
priority over, other equitable claims, by means of notice to the compaly, F Onh 
whether there is an exemption clause in the articles or not. be o: 
Notice to the company may, however, be advisable if the company hs § alwa 
under its articles a lien on its shares for any moneys owing by the shareholdé F ang 
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to the company. In Bradford Banking Co. v. Briggs (1886) the House of 
Lords held that a company, after receiving notice of a mortgage of its shares, 
was precluded from making further advances to the shareholder on the security 
of its lien ; and that for this purpose notice of a mortgage was not “ notice 
of atrust ’’, which the company was excused from accepting under the section 
of the Companies Act, 1862, correspoading to Section ror of the Act of 1929. 

In ordinary practice a banker making advances against the deposit of 
share certificates cannot be expected to examine the articles of all the com- 
panies in order to discover whether or not they have a lien on their shares, 
though the articles, being a “‘ public document’, are effective against him 
whether he examines them or not. A company almost always in practice has 
a lien under its articles on shares which are partly paid, but with regard to 
fully paid shares it may confidently be assumed that no lien exists if the 
shares are Officially quoted, because the Stock Exchange authorities refuse 
an official quotation in the case of fully paid shares on which the company 
has a lien under its articles. It is therefore considered that there is nothing 
to be gained by giving notice of a charge on such shares. 

The foregoing remarks apply equally to stock, which is merely an un- 
numbered share, referred to only by the amount, in the capital of a company. 
Stock must, of course, always be fully paid. 

Stocks in the public funds, and those issued by local authorities, are regis- 
tered in books kept by the Bank of England or other banks, or by the authori- 
ties. They are subject to special regulations, and though there may perhaps 
be a doubt whether the deposit of a stock certificate without transfer creates 
a charge which the Bank of England is bound to recognize, such certificates 
are in practice freely accepted by bankers as security. 

On the other hand, there is no doubt that the deposit of a “ stock receipt ” 
for the purchase-money of an inscribed stock transferable only by personal 
attendance at the Bank of England (or other bank), or by power of attorney, 
creates no security whatever. The only method of mortgaging inscribed 
stock is by transferring it outright to the mortgagee or his nominees. 


PRIVATE COMPANIES 


Shares in private companies are in a class to themselves as subjects of 
mortgage, and certainly cannot be considered to be ideal securities from a 
banker’s point of view. A private company is one which (a) restricts the 
right to transfer its shares, (b) limits the number of its members to fifty, not 
including employees and ex-employees, and (c) prohibits any invitation to the 
public to subscribe for any of its shares or debentures. A private company is 
practically an incorporated partnership, and its members wish to exclude 
outsiders. Accordingly, the articles usually provide that a member wishing 
to dispose of his shares must in the first place offer them to the other members 
ata “ fair price ’’ to be fixed in the manner prescribed by the articles. Some- 
times the fair price is to be fixed by the auditors, sometimes by the company in 
general meeting, sometimes by reference to the amounts of recent dividends. 
Only if no other member is prepared to buy the shares at that price can they 
be offered to an outsider, and even then, if a buyer is found, the directors have 
always an absolute discretion whether to permit the transfer to him or not, 
and need not state any reason for refusing to do so. The House of Lords has 
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held, in Hunter v. Hunter (1936), that unless every detail of such an article js 
complied with, the purported sale is ineffective, and the name of the trans. 
ferring member will be ordered to be restored to the register. 

As the articles of a private company usually confer on the company a lien 






































on its shares, even if fully paid, for all moneys owing to it by the shareholder, bor 
notice of a charge on the shares, if such a charge is accepted notwithstanding of ( 
the difficulty of realization, should be given, to prevent the company from 
making further advances to the shareholder on the security of the lien. . 
It should be added that a public (but not a private) company, if authorized 
by its articles, may issue share warrants to bearer. Though not expressly a 
declared by the Act to be negotiable instruments, such warrants pass by ‘ 
delivery, and are treated by mercantile law as being negotiable for all purposes, pe 
4 
DEBENTURES AND DEBENTURE STOCK rede 
The term “ debenture ”’ is a very old one in the history of English law, and om 
does not, in a general sense, appear to connote more than a mere acknowledg. debe 
ment of indebtedness. In that sense a debenture may be issued by an unincor- T 
porated club or society, and may or may not be expressed to create a charge on deed 
the club’s or society’s assets. If such a charge extends to goods or personal 
chattels, the debenture will require registration as a bill of sale under the Bills ech 
of Sale Acts, 1878 and 1882, as will also a charge on goods or personal chattels salle 
created by a society incorporated under the Industrial and Provident Societies 
Act, 1893. ”_ 
The debentures, and debenture stocks, usually met with in banking 
practice are, however, (a) those issued by Railway and other statutory com. Tl 
panies under the powers conferred on them by their special Acts and by the B the ¢ 
Companies Clauses Consolidation Act, 1845, and subject to the same methods BF gyre. 
and conditions with regard to transfer as the ordinary and preferred stocks the ch 
of those companies; and (b) debentures issued by companies incorporated ff is uns 
under the Companies Act, 1929, or under the previous Companies Acts. the ca 
In the Act of 1929 the term debenture is defined as including bonds and appoir 
any other securities of a company, whether constituting a charge on the assets by the 
of the company or not, but a debenture not creating any charge is rarely B geben 
found. The holder of such a debenture would be merely an unsecured creditor In 
of the company. may ¢ 
In order that a company may be in a position to issue valid debentures, it foatin 
must in the first place have a sufficient borrowing power. If the company isa Bis not 
trading company, it will have an implied power to borrow for the purposes of Dtior-r 
its business ; if not, a borrowing power must be looked for in its memorandum perfect 
of association, and in practice is very rarely omitted in the case of modem will ga 
companies. rene: pany 
The articles should then be consulted to see if any limit is imposed by them If the pu 
on the exercise of the power by the directors on the company’s behalf. Fo Bf debent, 
instance, if article 69 of Table A (1929) has been adopted, the amount for th equity 
time being remaining undischarged of moneys borrowed by the directors fot IB Bros 7 
the purposes of the company is not at any time to exceed the issued shar This 





capital of the company, without the sanction of the company in gener 
meeting. Though there is high authority for saying that an intending lende 
may assume such sanction, if required, to have been given (Royal Britt 
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Bank v. Turquand, 1856), it is usual for a banker to satisfy himself on the 
int. 

The ordinary trade debts and liabilities of a company are not moneys 
borrowed by it for the purpose of a limit on its borrowing power. 

A debenture containing a charge requires registration with the Registrar 
of Companies under Section 79 of the Act of 1929, and a copy of his certificate 
of registration must be endorsed on the debenture. 

If a debenture oftered as security appears from the “ conditions ’’ endorsed 
om it to be one of a series of debentures all ranking pari passu, it will be 
advisable to ascertain how many of the series have been issued, and whether 
any of those issued have been redeemed. Under Section 75 of the Act, a 
company may re-issue, with the original priority, a debenture which it has 
redeemed, unless there is a provision in its articles, or in any contract entered 
into by it, to the contrary, or unless the company, by passing a resolution to 
that effect or by some other act, has manifested an intention that the redeemed 
debenture shall be cancelled. 

The debentures constituting the series, unless there is a separate “ trust 
deed” in favour of trustees for the debenture-holders, will probably be 
expressed to create a charge by way of legal mortgage on the company’s 
freehold and leasehold properties (if any), a charge on its good will and un- 
called capital, and a floating charge on its undertaking and on all its property, 
present and future. 


FLOATING CHARGE 


The floating charge is the feature of a debenture, in the modern sense of 
the term, that chiefly distinguishes it from other forms of security. Its 
outstanding convenience, from the company’s point of view, is that, so long as 
the charge continues to “ float ’’, the company’s power to dispose of its assets 
unrestricted ; but the charge becomes fixed, or is said to “ crystallize ’’, if 
the company goes into liquidation, or if a receiver of the property charged is 
appointed by the Court or by the debenture-holder under a power conferred 
by the debenture, or on the happening of some other event specified in the 
debenture as fixing the charge. 

In the meantime, so long as the charge continues to float, the company 
may even create specific mortgages on individual assets in priority to the 
floating charge, unless, as is often the case, the debenture provides that this 
snot to be permissible. Even if the debenture does prohibit the creation of 
prior-ranking charges, a subsequent legal mortgagee of a specific asset who 
perfects his security without actual or constructive notice of the prohibition 
will gain priority over the floating charge, and it has been held that the com- 
pany may, on subsequently purchasing a property, arrange to have part of 
the purchase-money left on a mortgage, which will have priority over the 
debenture, on the ground that the company is in effect acquiring only the 
‘quity of redemption in the property, subject to the mortgage: Re Connolly 
Bros. Lid. (1912). 

This convenient form of security has two statutory drawbacks: first, that 
wnder Section 266 of the Act a floating charge created within six months of the 
commencement of the winding-up of the company is invalid, unless the 
company is proved to have been solvent immediately after the creation of the 
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charge, except to the amount of any cash paid to the company at or after the 
time of the creation of, and in consideration for, the charge. As to what js 
“cash paid to the company in consideration for the charge ”’, it is of interest 
to bankers to note that where a debenture containing a floating chatge js 
given to a banker as security for an already overdrawn current account, the 
subsequent credits to the account will go in reduction of the pre-existing 
debt, and the subsequent debits will be new money, paid to the company “ in 
consideration for the charge ’’, for which the charge will be a valid security: 
Re Thomas Mortimer Ltd. (1925), Journal of the Institute of Bankers, May, 
1925, p. 259. If, however, there is also a loan account, remaining undisturbed 
during the period before the company goes into liquidation, that debt wil 
not be covered by the floating charge: Re Hayman, Christy & Lilley Lid 
(1917). 

The other drawback is that, in the event of the appointment of a receiver 
of the assets comprised in a floating charge, certain preferential payments, 
notably rates and taxes for twelve months, wages and salaries of clerks an{ 
servants for four months, not exceeding {50 individually, and wages of work. 
men and labourers for two months, not exceeding £25 individually, are payabk 
out of the proceeds of those assets in priority to the moneys secured by the 
debenture ; but this preference does not extend to the proceeds of property 
comprised in a fixed charge contained in the debenture: Re Lewis Merthy 
Collieries Ltd. (1929). 

It is useful to bear in mind that any person advancing money to the com- 
pany for the purpose of paying off the preferential creditors will be entitled 
to the preference which they would have enjoyed if they had not been paid off. 

Debentures are transferable in the manner provided by the conditions 
endorsed on them, usually by a transfer under hand only. If a deed under sed 
is required, the inconveniences with regard to the completion of blank transfer, 
mentioned above in connection with transfers of shares, will result. 

The endorsed conditions generally provide that the principal moneys and 
interest will be paid by the company to the registered holder free from ani 
without regard to any equities or set-offs between the company and th 
original or any intermediate holder. In the absence of such a provision th 
debenture would be assignable only subject to equities and rights of set-of, 
whether the assignee had notice of them or not. 

A debenture may be issued payable to bearer, and in that case it will b 
treated by mercantile custom as a negotiable instrument, and the legal titl 
will pass by delivery. 

As a banking security an equitable mortgage of registered debentures 
may be created by deposit, preferably with a written memorandum, an 
preferably with transfers, blank or fully completed ; or the debentures then- 
selves may be in blank. 

A legal mortgage may be constituted by transferring debentures to the 
banker or his nominees, who will become the registered holders. Alternatively, 
it may often be more convenient to take a fresh debenture issued direct to 
the banker, in a form expressly securing the balance of a current accoull 
and all present and future liabilities. 
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Reconversion—and Beyond 
By E. Victor Morgan 


(Professor of Economics, University College, Swansea) 






arbed HE past year has been for Wales, as for the rest of Britain, a time of many 
t will T itiaties and some disappointments, of slow progress and of hopes 
) Lid, deferred. Men and women have been idle, not for lack of demand, but 





for lack of factories and machiues ; new projects have been delayed by shortages 






eivet | of craftsmen, shortages of bricks and shortages of coal. But progress, though 
ents, f slow, has been real, and hores, though deferred, are justifiably high. 

S and ‘Unemployment, which had fallen very low during the later part of the war, 
work- | rose sharply to about 70,000 in the spring of 1946. There was then a gradual 





reduction as new factories began operations, and by the end of the year the 
figure had fallen below 60,000. Then fucl difficulties arrested progress and on 
March roth 90,000 were idle. The dislocation caused by the coal crisis, though 
severe, was less, however, than that suffered in most other parts of Britain. 

In proportion to the working porulation, unemployment in Wales is twice 
as heavy as in Great Britain, and this has caused much anxiety and some fears 
ofareturn to the bad old days. But the unemployr ent of 1947 is very different 
from that of the inter-war period. Ther the unemployed were almost all men, 











and very largely miners. Now nearly a third are women, many of whom would 
rsd} pot previously have been in the labour market at all. The male unemployed 






fall into three categories. First, and largest, is that of unskilled labourers, 
most of whom are capable of only the lighter forms of manual work and are too 















> and old to train for a skilled job. Secondly, there are the victims of silicosis and 
| and pneumoconiosis, chiefly in the anthracite area of South-West Wales, who are 
| the | capable of only very light work. As a result of the Grenfell Report, work has 
1 the } been started on a number of factories specially planned to give employment to 
t-off, these people, but progress has been delayed for lack of building craftsmen and 
} machinery. Thirdly, there are men returning from the Services, who often 
il be experience a short spell of unemployment. This third category does not present 
ttle a very serious problem, as its members usually find jobs quite quickly, and 
there are a number of training schemes by which they can qualify for occupa- 
tures tions where there is an acute shortage of labour. 
and The general picture at present is of a surplus of unskilled and light workers 
hem anda great shortage of craftsmen ard heavy workers. In due course the 
development of new industries will provide a large number of jobs of an un- 






skilled or semi-skilled nature, but this development is being delayed by the 
shortage of skilled men. 

New industries are bringing a healthy diversity into the economic life of 
Wales, but the industrial future of the country must still depend, in the first 
place, on the prosperity of the basic industries, coal and steel. At present it is 
coal that is uppermost in everyone’s mind. One-sixth of the working population 







See a 


ae THE BANKER 


ee 


is still directly engaged in mining. Coal costs are an important item in the 
budget of a number of secondary industries, for example, steel and nickel, 
Moreover, coal is the basis of the prosperity of the South Wales ports. In 1938 
nearly four-fifths of the total tonnage handled at the ports was coal; roy, 
with coal exports at a standstill, the ports are reduced to a_ smal 
fraction of their former activity, as a later article demonstrates. No wonde 
that coal dominates, and will continue to dominate, the industrial life of Wales, 

The South Wales coalfield has a number of special problems which it has 
inherited from the past. Exports formed a larger froportion of output than 
in any other field, and consequently South Wales has suffered greater viciss. 
tudes and a greater overall decline in demand. Output was 56 million tons in 
1913 and 48 million tons in 1929, but the depression brought a big decline, 
and in the late nineteen-thirties comparative stability was reached again ata 
level of about 35 million tons, of which rather more than 15 million tons was 
exported. In 1940 the closure of the European market caused a further slump 
in demand and led to the loss to the armed forces or war industry of thousands 
of experienced workers. This loss is at the root of the labour shortage which 
has prevented any expansion of output in recert years. In the past thre 
years production has been at the rate of only just over 22 million tons a year, 
about one-eighth of the total British output, compared with one-fifth twenty- 
five years ago. 

One consequence of this decline has been that few new mines have been 
opened. Of 155 pits employing over 250 men, only eleven are less than twenty- 
five years old ; the majority are more than forty years, and some more thana 
hundred years old. These facts largely explain the backwardness of the area in 
mechanization. In 1944 only 54 per cent. of Welsh coal was mechanically 
conveyed and only 32 per cent. machine cut ; the corresponding figures for the 
whole of Britain were 68 per cent. and 72 per cent. This is partly due to 
geological conditions, but chiefly to the fact that the state of demand for coal 
and the age and size of the pits made mechanization uneconomic. 

The decline in man-power has been more severe than in other fields, partly 
because of the state of demand and partly because of the high rate of wastage 
due to silicosis and pneumoconiosis. By 1940 the redundant labour formerly 
attached to the industry had disappeared, but in 1940-41 there was a further 
loss of more than 20,000 experienced workers, a loss from which the industry 
is still striving to recover. Much work has been done recently both on the 
treatment and prevention of silicosis and pneumoconiosis, and the preventive 
work has been outstandingly successful. It has recently been authoritatively 
stated that a healthy man now entering the pits need have no fear of contracting 
these diseases. This triumph, as yet insufficiently advertised, should mark a 
real turning point in the history of the industry, though it is still losing, and 
must continue to lose for some time, large numbers of men as a result of damage 
done in the past. 

In spite oi the lack of new sinkings, the industry has long suffered from 
excess capacity. It is estimated that the pits at present working have a capacity 
of 50 million tons a year, compared with an actual output of less than half that 
figure. Working a mine below capacity always means a loss of efficiency, 
because it increases the proportion of surface and underground maintenance 
workers to face workers. Thus, between 1938 and 1944, output fell by ovet 
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34 per cent., but the number of surface workers fell by only 1.5 per cent., ard 
the mileage of underground roadway to be maintained fell by only 1.8 per cent. 

These are the special conditions in Wales which explain why it has not been 
possible to raise output appreciably above the very low figure to which it fell 
during the war. The general troubles of a high rate of absenteeism, low 
productivity per worker and a tradition of bad industrial relations, affect the 
country as a whole and are neither much better nor much worse in Wales than 
elsewhere. There are signs, however, of a marked improvement in morale 
since the National Coal Board took over, notably in the offer to work on 
Sundays during the crisis. 

There is a very general feeling, however, that more drastic action is necessar y 
to get us out of the present difficulties. The first necessity is to increase the 
number and the proportion of workers at the coal face. The Regional Survey 
Committee of 1945 pointed out that, if the proportion of ma1-shifts worked 
at the face had been as high in 1944 as it was in 1939, oroduction would have 
been raised by over 16 per cent. The most obvious way of getting more face 
workers is by new recruitment, but this takes some time, as a coal-getter 
requires some two years’ training before he is fully skilled. If the wage 
difterential between face workers and hauliers were raised, it might be possible 
to speed up the process by attracting hauliers to face work, of which they 
already know -omething, and replacing them by new recruits. Another method 
by which some redistribution of the labour force could be obtained is the 
closure of the least productive pits and the working of more productive ones 
to full capacity. The transfer of labour involved would be difficult, and it 
could only be done within narrow limits, but as there are great differences in 
output per man between different pits the transfer of a small proportion of 
the labour force would appreciably increase total production. 

The second necessity is to reduce absenteeism among face workers and to 
raise their output per man-shift. Both these matters are bound up with the 
questions of food and incentives. There is an overwhelming case for giving 
extra rations to underground workers, and a very strong one for giving tax-free 
output bonuses and for diverting further supplies of luxury and semi-lux iry 
goods to the mining areas. With adequate food and sufficient incentive, the 
output even of the present small and badly-balanced labour force might 
increase surprisingly. 

If we could have vigorous action along all these lines we might escape from 
our troubles much sooner than we expect. As things stand, however, it would 
probably be unduly optimistic to expect any great increase in output for a year 
ormore. When we turn to the more distant future the prospect is much brighter. 
There are abundant reserves of easily accessible coal for a hundred years at 
least, and demand should be good for some time to come ; the possibilities of 
mechanization are by no means exhausted, and this, together with an increase 
in the proportion of face workers, should raise output per man and provide a 
sound economic basis for good wages. Lastly, and most important, the terrible 
fear of silicosis can now be banished. We cannot expect the industry to 
recover its former place in Welsh life, when it employed nearly half the 
working population, and, indeed, no one would wish to see this, but there is 
every prospect that it will provide a livelihood more stable and less hard than 
it has done before. 
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In the steel industry the plans for the strip mill at Port Talbot and the cold 
reduction plants at Swansea and Llanelly have just received Government 
approval—they are described in some detail in a later article—but there has 
been much disappointment at the delay in beginning operations. Meanwhile, 
demand in almost all sections is greater than existing plant can meet. In the 
tinplate section a number of the old pack mills have been reopened to meet a 
strong home and export demand. There has been an acute shortage of mill 
crews, and the industry has organized its own training scheme, which was 
working well until the fuel crisis. Now coal rather than labour is the limiting 
factor, and the mills are reduced to a four-day week. 

The advent of the new light industries, as a later account shows, is pro- 
ceeding steadily, though still slowly. The trading estate at Treforest is now 
virtually complete ; those at Bridgend, Hirwaun, Swansea and Wrexham are 
still in the early stages of development. Then there are the Board of Trade 
standard factories, the Grenfell factories for silicotics and a large number of 
individual enterprises planned both with and without Government assistance. 
In the Swansea Ministry of Labour district alone more than fifty considerable 
enterprises are in hand, which will give employment to over 6,000 men and 
nearly 9,0co women. The products to be made include springs, clothing, toys, 
aluminium hollow-ware, dental equipment, electrical gear, furniture, joinery, 
machine tools, clocks, artificial jewellery, brushes, paint and varnish, roller 
skates and carpet sweepers. A few of these factories are already in operation, 
but most are still under construction, some at an early stage. 

The three obstacles to more rapid progress have been shortages of building 
labour, machinery and skilled mechanics. That of building labour is the most 
acute. During the inter-war period there was comparatively little building in 
Wales and few new entrants to the industry. During the war the small building 
labour force was depleted by the call-up, by diversion to war contracts in other 
parts, and especially by the call of workers to London to repair the ravages of 
the flying-bombs. Many of those who answered that call have failed to retum. 
If a development area is to build both factories and houses, it obviously needs 
a more than average proportion of builders to total population ; in Wales, 
however, the proportion is well below the average. In August, 1946, one in 
every fifty of the population of Great Britain was an oferative in the building 
and civil engineering industries; in Wales the corresponding figure was one 
in sixty-nine. This shortage of builders is bound to slow down both factory 
and house building, and every effort is being made to overcome it by specially 
created training centres. The first results of these have been very encouraging, 
but the speed at which trainees can be absorbed is limited by the need for 
supervision by a fully-qualified man during the first few months of work. The 
position should improve steadily from now on, but it is not expected that the 
supply of craftsmen will equal the demand until 1950. 

The equipment of a factory presents almost as much difficulty as its con- 
struction. Factories near Swansea are held up for boilers, in the supply of 
which there is eighteen months’ delay. The clock factory at Ystradgynlais is 
working at less than full capacity for lack of machinery from Switzerland, and 
other factories in the area are waiting for American machinery. 

Then there is the shortage of engineering craftsmen. Welsh engineering 
has always been of the heavy type ancillary to the coal, steel and transport 
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industries ; hitherto there has been no tradition of light precision engineering 
in Wales, and firms using machine tools find difficulty in getting the craftsmen 
to maintain them. This should be only temporary, however, for vigorous 
efforts are being made to provide training, and labour is eager and adaptable. 

This article has been mainly about difficulties, and there is no denying that 
the process of reconversion in Wales has proved more complex than most 
people expected. Nevertheless, much of real value has been accomplished 
during the past twelve months. In the coalfield we have the victory over 
silicosis and the welcome signs of improved morale and rising productivity. 
In light industries some new factories have already begun work and many more 
are building. The new products were displayed to advantage before the London 
public at the Welsh Industries Fair organized by the South Wales Industries 
Association, and that body has recently combined with its opposite number 
in North Wales to form the Industrial Association of Wales. This combined 
body should be a powerful influence in Welsh economic development. Perhaps 
most important of all, the firms already established in Wales are finding con- 
ditions to their liking, and almost all comment favourably upon the quality of 
Welsh labour and its willingness and ability to learn new processes. Industrial 
relations in Wales outside the mines have always been good, and the tradition 
is being carried on in the new industries. Altogether Welshmen can look back 
on the past year with a good deal of satisfaction, and it will be very surprising 
if the writer of an article like this a year hence cannot point to much more rapid 
progress and more spectacular achievement. 


Developing New Industries 
By John Pares 


(Secretary, The Industrial Association of Wales and Monmouthshire) 


up a major landmark in the development of Welsh industry. Most 

important among these influences is the fusing of two main policies of 
economic planning. The earlier began in 1936 with the “ Distressed Area ’’ 
legislation ; and the resultant Treforest Trading Estate is still a powerful 
formative element in the lay-out of new industry. The other, growing naturally 
from the massive effort of the war-time production drive, is the post-war 
development made possible by the Distribution of Industry Act and Govern- 
ment policy in the conversion of war-time ordnance factories. 

An additional spur to development in Wales comes from the incentive of 
the national export campaign, in which Welsh industry is well fitted to play 
its part. The many miles of well-equipped general cargo quays at the great 
South Wales ports are of evident advantage to industrial Wales when every 
works’ manager and shop steward seeks the maximum of output for markets 
in all quarters of the globe. The exporting tradition of the Bristol Channel 
area is a major national asset, and the coal exporting concerns, now that their 
accustomed cargoes are perforce denied to them by the paramount need for 
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fuel at home, are establishing and expanding a new trade in general merchandise 
through their long-standing overseas connections. The coal which founded 
the reputation and wealth of Wales in world industry is now owned and 
worked by the National Coal Board. Instead of flowing through the ports to 
bunkering depots, factories and furnaces abroad, it follows new inland courses 
to the Midlands and London. But, even when coal must be distributed to 
best advantage throughout the country, it is still a great benefit, for many 
industries, to be located on the doorstep of a great mining area. 

The nation’s vital need for coal has had its effect in Wales. There is no 
talk of depression at the pits, and this basic employment problem of pre-war 
Wales no longer exists. The steel industry, too, is making fresh output records 
whenever coal allocations allow, and tinplate works are putting forth a great 
effort to bridge the technical gap before their extensive plans for re-equipment 
can be realized. Naturally, there is no need for anxiety about the order books 
of collieries, rolling mills or steel-works. Output from the basic industries of 
Wales is bespoken for many months ahead. 

The Board of Trade and the leading industrial bodies are therefore directing 
their main effort towards the rapid introduction and “ bedding down” in 
Wales of the many medium and light industries which are essential in a well- 
balanced industrial community. The rapid utilization of the dollar loans, the 
difficulties of expanding coal output, and the perturbing increases in the cost 
of food imports—these and many other factors on the wider economic plane 
all make speed and effort imperative if the hard-won successes of the new 
industrial Wales are to be consolidated in time to make their full contribution 
to the nation’s economic needs when the dollar props are no longer available 
and the national economy has to take up the full strain. 

The picture inside Wales is reassuring. In the South the ports are rapidly 
implementing their claim to handle a greater proportion of general cargo 
trade outwards and inwards, not only for Wales, but also, through the natural 
facts of geography, for a large part of the Midlands industrial belt. The 
medium industries, vital to the full development of Welsh craftsmanship and 
providing an invaluable source of regular and essential occupations, have 
proved their worth in the first year of peace-time production. Aberdare 
Cables, Ltd., South Wales Switchgear, Ltd., and Harrison McGregor and 
Guest (once H.T.A.), Ltd., are now settling down as familiar and fast-growing 
concerns in the districts of Aberdare, Treforest and Dowlais. They are only 
examples, taken at random, of the “‘ new ”’ industries that were set up at a time 
when South Wales faced acute depression, unemployment and uncertainty. 

The Treforest Trading Estate is practically complete, and further expansion 
must be on a small scale, as almost the whole of this extensive valley site has 
now been built upon. The former Royal Ordnance Factory at Bridgend has 
proved very suitable for accommodating a number of small manufacturing 
units, and eighty separate undertakings are now housed there. 

Hirwaun has also benefited from the development of its Trading Estate. 
This seems likely to become a centre of electrical equipment production, for 
at least three firms trading on a national scale are engaged in this field. Ele 
Clocks and Watches Ltd. is exporting quantities of electric clocks, a tribute to 
the skill of Welsh men and women in a type of production which is entirely 
new to the area. R.F. Equipment Ltd. manufactures radio sets for export 
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and home trade, and here, too, local labour has shown its adaptability. Truvox 
Engineering Co. Ltd. has been in production for some months on a range of 
radio and inter-communication equipment. The Thorn Electrical Co. has also 
discovered the opportunities presented by Welsh labour. 

Individual factories, sponsored directly by private enterprise or erected by 
the Industrial Estates Co. to the requirements of particular firms, have begun 
production in many parts of the area. Upholstery springs at Ammanford, 
electrical equipment at Blackwood, fractional electric motors at Cardiff, 
watches at Ystradgynlais, mechanical conveyors at Cadoxton, nylon yarn at 
Pontypool—-all these, and many other products, are evidence of the new 
manufacturing resources of Wales and Monmouthshire. 

In North Wales Government planning has been less in evidence, for, apart 
from the former Ordnance Factory at Marchweil, there is little war-time 
production space to be allocated to peace-time uses. Nor does the Board of 
Trade favour the extension of Development Area legislation in the North, 
despite detailed and forceful representations on behalf of certain parts of 
Anglesey, Caernarvonshire and Merionethshire. There has, however, been 
some significant development by private enterprise, the most interesting being 
that of the Vickers-Armstrong factory at Broughton, in Flintshire. Com- 
pleted, in the autumn of 1939, as a shadow factory for the production of 
Wellington bombers, its output rose to 130 planes per month by the summer 
of 1943. The problem of finding a peace-time réle was particularly difficult 
in view of the nature of the previous output and experience. Plans were made 
to manufacture aluminium temporary houses, and the necessary change-over 
was effected at a capital cost of some £400,000. The factory now gives employ- 
ment to three thousand men and fifteen hundred women, who produce a 
hundred and fifty houses a week. It is expected that peak production will 
reach 200 houses a week, employing 5,000 workers. At Colwyn Bay, Roncraft 
Ltd. has introduced the most modern methods of zinc alloy die-casting, and 
subsidiary processes of pressing, plating and enamelling have all developed 
on equally advanced lines. All these specialized activities are being carried 
out in an area which was formerly almost entirely dependent on agriculture 
and seasonal holiday traffic. 

These are but a few examples of the way the drive for Welsh industrial 
prosperity is developing. Its future, inevitably, is bound up with large national 
developments and international events. But whatever problems and oppor- 
tunities 1947 may bring, it is certain that Welsh labour and Welsh employers 
will sustain and increase the efforts they have already made. 

In September of this year London and the export buyers of the world will 
see at Olympia an exhibition of Welsh products which will testify very plainly 
to the work that has already been done. Apart from the direct financial 
value to Wales and the United Kingdom of the trade which should result from 
the exhibition, the Industrial Association of Wales and Monmouthshire, which 
is Organizing it (and of which the writer of this article is secretary) is confident 
that it will provide an incomparable opportunity for demonstrating the faith 
and productive ability of the many thousand Welsh men and women, who 
knowing nothing of economic planning have found new skills and an assured 
livelihood in the diversity of new occupations it has brought to Wales. 
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Plans for Tinplate and Sheets 
By Sir Lewis Jones 


(Secretary, South Wales Siemens Steel Association) 


T is nearly twelve months since the Government published as a “‘ White 

Paper ”’ the British Iron and Steel Federation’s programme for the develop- 

ment and modernization programme of the Steel Industry. The total cost 
of the various schemes outlined was estimated at £168 millions, and, of this, 
£41 millions was to be spent on development in South Wales. 

The South Wales development schemes were recently vetted by the National 
Steel Board, and just as this issue of THE BANKER went to press Mr. Wilmot, 
the Minister of Supply, announced in Parliament his approval of the proposals 
as submitted to him by the Board. The works will now be put in hand as soon 
as possible. In the technical sense, these South Wales schemes are revolu- 
tionary, as a brief survey of the industry will readily show. 

Of the 2,860,000 tons of steel ingots produced in South Wales in 1939, over 
2,100,000 tons were used for the production of tinplates, sheets and steel plates, 
and it is with these products that the South Wales modernization schemes are 
in the main concerned. To appreciate the character of the new plans it is 
necessary to know the broad outlines of the industry’s pre-war development. 
Before the war, the only type of plant for the manufacture of sheets and tin- 
plates in the United States had come to be the wide strip mill. In this country, 
a strip mill had been installed at Shotton for sheets, and at Ebbw Vale for 
sheets and tinplates immediately before the outbreak of war. The pioneer 
work in this country with strip mills for the production of hot roll strip for 
tinplates and sheets by the continuous process had been carried out by Richard 
Thomas at Ebbw Vale. The products of these mills were of a high quality. 
Because of the growing range of purposes for which high-grade sheets and 
tinplate are required, the modernization of the sheet and tinplate industry by 
the general adoption of the continuous hot strip process became an urgent 
necessity if South Wales was to retain its share in the world’s tinplate and 
sheet market. 

Such schemes involve a revolution in the methods of manufacture, may 
make a considerable number of sheet and tinplate works in South Wales 
redundant, and were estimated to cost between {40-59 millions. Proposals 
such as these were bound to require, and they have received, unremitting study 
and attention from the leaders of the industry over a considerable period. In 
due course, the Government was informed by the Steel Federation that it was 
the programme of the industry to manufacture in South Wales by the con- 
tinuous strip mill process—including the output of Ebbw Vale—approximately 
650,000 tons of tinplate, or 15 million boxes, which is 75 per cent. of the 
estimated tinplate production of the country ; 750,000 tons of sheets, including 
fully finished sheets up to 72 inches wide for the motor industry ; and 100,000 
tons of light, medium and heavy plates up to 72 inches wide by 0.75 inches 
thick. The heavier plates, hitherto rolled in this area, would be transferred 
to other areas to secure more economic loads. 

How is it proposed to carry through this impressive programme ? Mr. E. H. 
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Lever, the Chairman of Messrs. Richard Thomas & Baldwins, Ltd., has 
announced the formation of the Steel Company of Wales, a project made 
possible by the co-operation of Guest Keen Baldwins Ltd., Guest Keen & 
Nettlefolds Ltd., Llanelly Associated Tinplate Companies Ltd., and John 
Lysaght Ltd. The new Company has the responsibility of planning, erecting 
and managing the new plants, and of selling the products at home and abroad. 
But the erection of the new plants—the magnitude of which can be gauged 
from the cost of £50 millions now visualized—may take from four to five years, 
though Mr. Wilmot envisaged production in three. The whole plan is larger, 
both as to scope and amount of expenditure, than any ever before undertaken 
by any section of the Steel Industry. 

The Steel Company of Wales will also take over most of the old type tin- 
plate works owned by Richard Thomas & Baldwins Ltd., the Llanelly Asso- 
ciated Companies Ltd. and the steelworks of John Lysaght Ltd., in order that 
the problems of obsolescence and redundancy can be dealt with in an orderly 
way and with a minimum of dislocation and hardship when the new plants 
come into operation. The Port Talbot and Margam Steelworks of Guest Keen 
Baldwins Ltd. will also be acquired by the new company. 

The programme is to erect a continuous hot strip mill and three cold 
production plants. But a hot strip mill has to be fed with steel; hence the 
new mill must be part of a plant “ integrated as fully as possible from the raw 
materials, ore and coal, to the hot rolled product ’’. The hot strip plant is 
therefore to be located on a site adjacent to the G.K.B. Works at Margam 
(Port Talbot). It is designed to produce annually one million tons of strip for 
processing into plates, sheets and tinplate, and will require approximately 
1,250,000 tons of hot ingots. To ensure this supply, it is proposed to erect a 
modern steel plant at Margam capable of producing 800,000 tons of ingots, 
and to increase the capacity of the existing Margam furnaces by 200,000 tons 
annually. The remaining tonnage demand will be met from existing steelworks 
in South Wales. 

At Margam, therefore, there is to be erected the most complete composite 
plant that it is possible to design. Additional steel output demands increased 
supplies of pig iron, and increased pig iron supplies demand more coke ovens. 
All these are embraced by the plan, as are improved dock facilities for unloading 
iron ore and other raw materials, as well as the additional railway facilities 
which will be necessary to cope with the estimated increase in traffic of over 
183,000 tons per week. The plant will roll 20,000 tons of strip per week and 
this strip will pass through the rolls at the rate of 4,000 feet per minute 
(45 m.p.h.). The strip will later be transported in coils of about 7 tons each, 
on specially designed 65-ton wagons, for further processing into plates, sheets 
and tinplates, as the case may be. 

On technical grounds, and on the basis of economy, it could be argued that 
the further processing to finished tinplate or sheet ought to be provided for by 
the integration, in a composite works, of the finishing operations with the 
production of the hot strip. It was decided, however, that, as these moderniza- 
tion schemes would eventually make redundant and obsolescent the old 
plants in various parts of South Wales, an attempt should be made to 
“distribute” the finishing processes in the areas which are at present the 
centres of tinplate and sheet production, and where the labour force is therefore 
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already available. It has consequently been decided that cold reduction 
plants shall be erected west of Margam—one in the Swansea district and another 
at Llanelly. These two plants will be engaged entirely on production of tin- 
plate, each being responsible for an annual production of 5 million boxes, 
With a similar production at the Ebbw Vale plant, they will provide the 15 
million boxes aimed at by continuous strip mill methods. It has also been 
announced that a third cold reduction plant for the production of sheets is 
under consideration, but the location has not yet been decided. 

Speaking at Port Talbot recently, Mr. E. H. Lever stated that these new 
plants are designed not only to improve the quality of the products, but to 
provide better conditions for the workers. The new process will mean that the 
tinplate and sheet industries will no longer make heavy demands on labour, 
but will provide machine power to replace muscle. Confidence is expressed by 
all those who have always known these special industries, that the quality 
of the tinplate and sheets produced at these new strip mills will equal that 
produced in any part of the world. When the plans take shape, the Welsh 
tinplate and sheet industries will again be on the ascendancy. Now that the 
signal to start has been given by the responsible Minister, the preliminary 
arrangements, including those for finance, will be pressed forward with all 
possible speed. The industrialists most closely concerned are well aware that 
a strenuous four to five years of hard work lie ahead of them, but they are 
confident that, when their task is completed, the new plants will be the envy 
of the world. 


Future of the South Wales Ports 
By Leslie E. Ford 


(Chief Docks Manager, Great Western Railway) 
LTHOUGH the various inlets and river mouths along the South Wales 
A coastiine were associated with Britain’s earliest overseas trade, it was 
not until the nineteenth century that the industrial development of the 
South Wales ports really began. The first of the docks in the chain was opened 
in 1839 at Cardift. Others followed in quick succession at Newport, Swansea, 
Port Talbot and Barry. As coal shipments soared, iron and other ores flowed 
into the ports, and local iron and steel manufactures, tinplates and non- 
ferrous metals provided a large export trade. By 1913 these ports had reached 
the colossal total of approximately 40 million tons of coal shipped, and, in 
addition, passed 8$ million tons of other traffic through their general cargo 
quays. Timber, pitwood and mining timber, iron and other ores, semi-manu- 
factured steel, grain and flour, fruit and vegetables, foodstuffs of all kinds 
and many other commodities contributed to this total on the import side, 
while most of the ocean liner services scheduled the ports for regular outward 
sailings and thereby provided shipping opportunities for a large export trade 
drawn not only from local works, but from as far afield as the Midlands and the 
West Country. 
Such was the position of the South Wales ports at the beginning of the 
first World War. They emerged from the war—some of them the worse for 
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wear—to find that many of the markets for Welsh coal had been lost, and 
that much of their pre-war trade in other commodities had to be rebuilt. 

In January, 1922, however, under the Railways Act of the previous year, 
Cardiff, Newport, Barry and Port Talbot were amalgamated with the Great 
Western Railway Company ; Swansea being vested in the Company in 1923 
under a separate Act. Large sums were then spent on improvements and 
modernization, and despite the dwindling coal trade—the trade from which 
the bulk of the port revenues had always derived—this policy has never been 
altered. This was fortunate, for otherwise it is unlikely that the South Wales 

rts could have been in a position to play the part required of them at the 
outbreak of the second World War. It was apparent that the nation’s very 
existence depended in large measure upon the capabilities of the West Coast 
ports, and Cardiff, Swansea, Newport, Barry and Port Talbot were ready. 

Not only had they to deal with a vast quantity of military traffic and the 

rsonnel of the fighting forces, but at the same time they were called upon to 
handle the foodstuffs, raw materials, etc., which industry and the civil popula- 
tion imperatively needed. What export trade still remained also had to be 
catered for, and many of the liner companies which hitherto had used the ports 
only for loading bottom cargo—finishing their loading at London or Liverpool 
—now found that the South Wales ports were equipped to load efficiently full 
miscellaneous cargoes. Much could be said of the diversity of the traffics dealt 
with during this period ; of the weight of U.S. tonnage which passed through 
them; of the nightly enemy aerial attacks, which made things more difficult, 
but never stopped the job. These ports handled approximately one-third of 
the total tonnage dealt with at the ports of Great Britain during the war years. 
The total quantity of dry cargo was 250 million tons ; South Wales’ tonnage 
was 93 million tons, including some 10 million tons of imports and exports 
of oil and petroleum spirit. 

Increasing pressure during the later stages of the war naturally necessitated 
extensions and additions to accommodation and equipment. New wharves 
were constructed, new transit sheds built, and railway sidings augmented. 
New quayside and floating cranes were installed, additional mechanical equip- 
ment was provided, and many other improvements made, so that at the end 
of the war the ports were better equipped than before to deal expeditiously 
with any class of goods. A port system, with accommodation extending to 
864 acres of deep water, with 28 miles of deep-water berthage, was waiting to 
take its share of the country’s post-war trade. 

It was perhaps inevitable that, after so cataclysmic an upheaval, the return 
to prosperity should be delayed; but few of those who worked at South 
Wales ports many hours a day throughout the war foresaw such a complete 
and immediate change to comparative idleness. The coal shipments, which 
before the war had dwindled to less than twenty million tons, reached a record 
low figure of about five million tons. The collieries were still largely using 
home-grow n timber, local works took time to change from war-time to peace- 
time production, whilst many liner owners, as soon as a measure of freedom of 
operation returned to them, reverted to their peace-time home ports, such as 
London and Liverpool. The result was that, shortly after the war ended, the 
South Wales ports suffered serious unemployment. 

Meanwhile, commercial interests in South Wales were doing everything 
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possible to improve matters, and the Government was also showing concer, 
fhe Municipalities, Chambers of Commerce and other local interests joined 
forces with the object of presenting the South Wales problems on a united 
front in the representations required to bring to the notice of all concerned 
the need for active measures to provide employment both at the ports and ip 
the associated business interests. A comprehensive report on the trade of the 
ports was produced, with recommendations for its betterment. This report 

was widely circulated in Government and commercial fields, and the net result 
has been encouraging. 

Apart from the fact that coal—without which the South Wales ports cap 
never be really prosperous—is still being shipped to the extent of only about 
one-quarter of the 1939 tonnage, there is to-day a fair measure of activity at 
most of the ports. Iron ore, timber, mining timber and semi-manufactured 
steel are increasingly returning to the import list. The South Wales ports are 
also regaining a fair share of the import business of the Midlands, involving 
a valuable trade in fruit, sugar, flour, refrigerated goods and a variety of other 


foodstufis, as well as steel and other industrial materials. On the export side f 


one of the brighter features of post-war trade has been the number of liner 
services which have returned to their pre-war berths at the South Wales ports, 
Some success has also attended the efforts to widen the export trade from 
locally produced “ bottom ”’ cargo to a combination of local works traffic and 
the lighter classes of cargo drawn from a much wider area. The Government 
schemes for diversification of industry have already assisted this development. 
South Wales is now producing so varied a range of goods from these new 
industries that their development augurs well for the future export trade of 
the ports. 

More comprehevsively, the future of the ports must depend largely upon 
the measure of success which attends the national effort as a whole. On 
thing seems certain, however. Coal must again be exported if Britain is to 
achieve a balanced economy; and nothing could so quickly turn the scale 
for the ports as a resumption of coal exports. 

For traffic other than coal, the prospects appear much brighter. The 
expansion of heavy industries in South Wales, as foreshadowed in the Goven- 
ment steel programme, the establishment of other large industries within the 
area, such as the production and processing of aluminium, nylon and plastic, 
the making of motor car parts and other light engineering products, and the 
introduction of the many new light industries already referred to, must i 
the comparatively near future mean something approaching full employment 
for that proportion of the South Wales dock undertakings which is devoted to 
the handling of general cargo. 

If those in control of the destinies of the South Wales ports—when th 
Transport Bill becomes law, they, as railway-owned dock undertakings, wil 
become Government-owned—secure a fair share of the goods passing to and 
from the industrial area of the Midlands, this business, with the local trafic, 
may well make it necessary for some of the dock accommodation at presett 
devoted to coal shipment to be stripped and re-equipped for other trafic 
Altogether, the prospects seem favourable, as indeed they should be, for its 
obviously anomalous that such valuable national assets should have to depeat 
upon a war to bring that reasonable measure of employment without whic 
they cannot be kept in a fit state to meet national emergencies. 
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cm International Banking Review ° 
inited Argentina 
erned , -_ 
ind in HE Anglo-Argentine trade pact of 1936 has been extended indefinitely, 
of the T te renewal to be retrospective to January 1 last. The pact may be 
‘eport cancelled by either side without prior notice and with simple notification. 
result Sefior Miranda has stated that it is necessary to expedite the expropriation 
: of lands held by limited companies which are concerned solely in renting 
ts can | out such lands. The area concerned comprises 2,700,000 hectares in the 
about | provinces of Buenos Ayres, Cordoba, Santa Fé and Entre Rios. Banking 
ity at | credits will be used to finance the transference of ownership to workers. 
t ' 
a Brazil 
olving f Sefior Machado, a senior official of the Bank of Brazil, has joined the 
other | = Brazilian delegation in London which is discussing with British Treasury 
rt side officials plans for the disposal of Brazil’s sterling balances, with particular 
f liner reference to their use for the purchase of British-owned railways in Brazil. 
ports. One of the purposes of the London talks is believed to be a commercial 


> from agreement for the purchase by Great Britain of minimum quantities of Brazilian 
ic and | cotton, meat and vegetable products. 
nment | The Government is contemplating the unrestricted export of cotton goods. 


yment Negotiations with South Africa are proceeding for the delivery of such goods 
e new against imports of coal. 
ade of 
Ceylon 
fhey a Although the Finance Minister of Ceylon had expressed the opinion that 
One | Ceylon would provide the 150 million Ibs. of tea sought by the British Ministry 
; ae of Food, the total amount of the tenders submitted was actually only just under 
' 100 million Ibs. Free auctions untrammelled by destinational quotas have been 
The in progress in Colombo. These auctions handled the whole of the Ceylon 
tea surplus. 
tity The Finance Minister also announced that a commission had been appointed 
wi to consider the rehabilitation of the rubber industry. One of its recommenda- 
7 tions might be the abandonment of extensive areas now under rubber. He 
at indicated that the Ceylon Government was waiting for the U.S. authorities 
a to discontinue the bulk purchase of rubber for U.S. industry, but since his 
vere statement President Truman has announced the renewal of the U.S. Govern- 
ee ment’s monopolistic control of rubber imports for another year. 
ae Chile 
to and The British Board of Trade has warned exporters that difficulties may be 
trafic, encountered in securing payment for goods sent to Chile, owing to the shortage 
preseat of foreign exchange in the country. It is suggested that goods should be 
traffic shipped only against irrevocable credits. The possession by Chilean importers 
or it 5 of a licence to import does not carry a guarantee that the necessary exchange 


depeat will be forthcoming. 





* Other current international banking news is discussed in ‘‘A Banker’s Diary,” on pages 69-74. 
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China 


The Chinese Legislative Yuan has decided to offer to the public 80 per 
cent. of the Government's share-holdings in four privately-owned banks, 
The banks concerned are the Commercial Bank of China, the Manufacturers 
Bank of China and Ningpo, the Industrial Bank of China and the Savings 
Bank. The Government is liquidating its shares to add to its resources, 
A special committee will handle the shares, which will be offered to private 
buyers according to a system of proportional distribution. 


Egypt 
he Minister of I‘inance has stated that when the negotiations on the 
erling balances are resumed, the basis of discussion will include a suggestion 
that the British Government should transfer to Egypt its holding of Suez 
(anal and other British-owned shares such as Anglo-Egyptian Oil. The cir. 
cumstances of the Argentine balances and the Argentine railways settlement, 
“ on he cited as a precedent, do not, of course, afford a fair parallel with the 
[vyptian case. He announced, however, that the Egyptian Government has 
ilready begun to make arrangements to take over the Suez Canal, and called 
ipon Egyptian capitalists to invest in its shares so that the transfer of owner 
hip; could be accomplished smoothly. Under no pretext would the concession 
» renewed at its expiry date. 
Steps are being taken to encourage imports from the sterling area. Importers 
from this area are granted a 35 per cent. profit margin as against the 20 per cent. 
vin ruling for imports from other countries. 
{t is rumoured that Egypt may seek a loan in the U.S. as cover against the 
possibility of the discontinuance of the supply of dollars from Britain after 
1¢ liquidation of the sterling area dollar pool. 
Shares of British private companies operating in Egypt are not subject to 
Egyptian stamp duties, according to a ruling by a mixed Court of Appeal. 
The Tax Department wanted to tax these concerns on the same basis as public 


companies 
Finland 


Che trade talks with Great Britain have ended in agreement, though details 
of future trade arrangements have not yet been published. Broadly, it is 
intended to supply the United Kingdom with substantially increased quantities 
of timber in return for which Britain will send to Finland steel needed for 
Vinnish reconstruction projects, as well as certain other articles. 


France 

Che Minister of National Economy, M. Philip, has dismissed the possibility 

of a new devaluation of the franc. He said that no comparison could be mad 

with the successful devaluations by M. Poincaré and M. Reynaud. Frane 

had now exhausted almost all her foreign securities, and devaluation would 

not bring the same advantages as on previous occasions. It would, moreover, 

tend to cause disequilibrium between the currency of metropolitan Franc 
ind the French colonial exchanges. 

The U.S. has promised to step up coal deliveries to France to 1 million # 

even 1.5 million tons monthly from April t. 
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An agreement has been signed in Rome regarding Italian labour for France. 
During 1947, 200,000 Italian workers are to be brought into France in groups 
of 17,000 monthly. France will export to Italy 170 kgs. of coal daily for each 
Italian miner. 


Greece 


An initial loan of $100 millions by the World Bank to Greece is recom- 
mended in the report of the F.A.O. mission which visited Greece in 1946. The 
report makes it clear that the main reconstruction effort will have to come from 
the Greek people. The loan would be available for rehabilitation and develop- 
ment of transportation facilities, water and hydro-electric services, farms and 
marketing and private industries, in accordance with the programme recom- 
mended for the development and modernization of Greek agriculture and 
industry. The report also urges the expansion and strengthening of the 
financial and technical facilities of the Agricultural Bank of Greece to assist 
co-operatives. 

The Central Bank recently reduced the gold buying price following a 
period of monetary stability. Gold was subsequently offered to the Bank on 
a fairly large scale. 


Holland 


The Netherlands Bank is calling in all gold, gold coins, gold alloys (when 
in unprocessed or semi-manufactured form), and a number of foreign currencies, 
including sterling, U.S. and Canadian dollars, French francs, Belgian francs, 
Swiss francs, Swedish kronor, Norwegian and Danish kroner and Portuguese 
escudos. The requisitioning decree applies to gold and currencies already 
offered (but not sold) to the Bank under previous decrees, as well as to holdings 
not previously offered. It takes in gold and foreign currencies deposited by 
Dutch residents in other countries. Delivery had to be made to the Netherlands 
Bank by May r. 

To stimulate the liquidation in Amsterdam of U.S. securities owned. by 
Dutch residents, a dollar loan is being floated to which subscriptions are 
allowed only to the extent of the proceeds of such liquidation. The loan is for 
a total of $100 millions for 40 years and carries interest at 3 per cent. in 
guilders. 

The Netherlands Bank has ordered all Dutch mortgage banks operating 
abroad (mainly in the U.S. and Canada) to liquidate. 

The Finance Minister’s note on the Dutch finance and foreign exchange 
situation is expected to call for a drastic cut in Government expenditure. It 
is also believed that imports will be cut severely. Among the measures which 
are expected to be taken to conserve foreign exchange are the complete stoppage 
of imports of coffee, cocoa and rice, and the curtailment of tea imports. The 
importation of U.S. cars is also expected to be prohibited. 

Arrangements are being made for the granting of a dollar loan by a New 
York banking syndicate. 


Italy 


Three separate agreements have been signed with the United Kingdom 
which dispose of the principal financial questions outstanding between the 


Fi 











THE BANKER 






122 





ee, 





two countries. The first, a Payments Agreement, makes Italy’s sterling bal- 
ances, beyond a minimum of {10 millions, freely expendable for current purposes 
in the dollar area, Argentina, Canada, Belgium, the Dutch and Portugues 
currency areas, and other countries with which Britain makes similar transfe, 
agreements. 

The second agreement covers net British claims to the value of £106 millions 
for surplus stores, etc., delivered to the Italian army and Government. Ip 
settlement of these claims, Italy will pay £8 millions from accumulated balances, 

The third agreement defines the position of Italian pre-war debts and pro. 
vides for the waiver of British claims against Italian property in the United | 
Kingdom. It will come into effect as soon as the Italian Government ratifies | 
the peace treaty. British claims to captured German war material are al» 
waived. 




















Malaya 

The Malayan Union Government has announced its intention, subject to 
the approval of the Advisory Council, to provide $75 millions for the rehabil- 
tation of Malayan industry. An arrangement has been made with certain 








































banks whereby they will make advances to approved industrial undertakings ; 
An Industrial Rehabilitation Finance Board will guarantee repayment to the 
banker and will consider all applications for loans. The bill incorporating thes : 
provisions specifically mentions tin, rubber, palm oil and copra among other 
industrial undertakings. P 
Resident Commissioners of each state are being given power to waive quit P 
rent in the case of lands occupied by tin-mining concerns. The Government , 
is also seeking to raise the maximum loan under the 1946 Loans Enactment | 
Act from $50 millions to $100 millions in order to defray extraordinary expen- D 
diture arising from rehabilitation. be 
Norway ? 
An agreement signed in London disposes of all the major outstanding of 
claims arising from the war-time chartering by the British Government d x 
Norwegian ships. Claims and counter-claims by the two Governments roughly TI 
balanced at £2.5 millions. 
The Prime Minister intimated during the budget debate that the Bank o co 
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Norway and the life assurance companies would be nationalized. He also 
stated that it was planned to set up state monopolies for coal, fertilizers and 
medical goods imports. 


Sweden 


The Prime Minister has explained that the reason for the rapid decline in 
the currency reserve was that exports did not expand at the same rate as 
imports. In 1946, Sweden bought Kr. 364 millions more than she sold, and 
Kr. 115 millions of exports were delivered on credit. The effect of trade 
disequilibrium had been aggravated by currency speculation. He announced 
that the Government intended to work towards a general control of wages. 

Export prices for pulp and paper are being raised to world levels. Domestic 
prices are not altered and the addition secured from exports is to be placed 
in a special fund to be used to minimize fluctuations in the timber industry. 


United States 


President Truman has forecast that the United States will show a surplus 
of revenue over expenditure for the fiscal year ending on June 30 next. But 
he warned that any reduction of the 1948 Federal Budget by Congress would 
have to be regarded as “‘ an adventure into false economy ’’. He emphasized 
that some repayment of national debt ought to be effected during the present 
prosperity period. The Treasury has recently extended its debt redemption 
programme to include the shortest-term debt. The cash repayment of $200 
millions of go-day Treasury bills has been announced. Previously, these bills 
had invariably been renewed upon maturity. 

The Secretary of the Treasury has abolished control by the Treasury 
Department over the importation of foreign currencies. Persons importing 
currency, of whatever denomination, will no longer be required to submit it 
to a Federal Reserve Bank for examination under the currency laws. 

Agreement has been reached with Britain for the sale of 107 ships, most 
of which are at present on charter to the British Government. Of this total, 
30 will be sold to the British Government and the rest to private U.K. owners. 
The amount involved is {£18 millions. 

New York State legislature has approved legislation enabling insurance 
companies to purchase direct or guaranteed obligations of the World Bank, 
and a similar law has been enacted in Maryland. New Hampshire has passed 
legislation enabling Savings Banks to buy the Bank’s securities. Investments 
in the World Bank by trusts are already possible under the laws of Massa- 
chusetts, Connecticut and New York. The Bank is seeking insurance company 
legislation in Pennsylvania, Massachusetts, Connecticut, New Jersey, California 
and Washington State. 


Uruguay 

Reports that negotiations for a credit from the U.S. Import-Export Bank 
are in progress have been officially described as premature. It is possible that 
such a credit will be sought later. The recently-appointed Minister of Finance 
has stated that he is ready to negotiate a friendly arrangement with Britain 
for the treatment of the blocked sterling balances. 
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Publications 


[he Stock Exchange. By Harold Wincott (Sampson Low, 164 pp. 
4s. 6d.). The marriage of lucid exposition to expert technical knowledge is 
rare but always happy. Mr. Wincott’s book on the Stock Exchange, the second 
in a series designed to explain to the intelligent layman how British institutions 
work, cannot have been an easy one to write. It is the sort of subject for 
which the expert lies hopefully in wait, with technical trip wires to pull up 
the writer ; and it is the sort of subject, too, which could easily fail to ‘“ come 
across *’ to the general reader. Mr. Wincott has avoided both of these major 
hazards, and he has produced a book modest in shape and price which can 
look all previously published works on the Stock Exchange—and there are 
several important ones— quite confidently in the face. He has not written 
down to the laity, but he has made things comprehensible to them. He had 
no intention of writing a book on the science (or is it art ?) of investment, but 
every small investor will profit by reading it. And, incidentally, could every 
large investor get through an investment “ quiz’’ drawn at random from 
Mr. Wincott’s pages of fact and history ? 

The Stock Exchange, as Mr. Wincott shows, is an institution which has 
rarely been given a good name by the general public. This bustling ant-heap 
is the classic example of the free market, where prices are determined in open 
competition between buyers and sellers. Its speculative excesses are certain of 
a place in the popular headlines, but its solid work of matching the demand 
and supply of {25 billion worth of securities of every category of investment 
merit, of guiding the supply of available capital to those parts of the economic 
system which can best use it, and of providing the inestimable advantage to 
the investor of switching to other investments or to cash when he needs to 
make the change is usually unknown or ignored. The late Lord Keynes held 
that investment, like marriage, should be indissoluble, save in exceptional 
circumstances. Mr. Wincott would have none of that. It is hardly an 
exaggeration to say that he has an affection for a free market, and a corte- 
sponding fear of the consequences of a controlled market. Despite all its 
faults— and no one is more critical than Mr. Wincott, nor better armed with 
informed argument—the Stock Exchange functions with astonishing smooth- 
ness, reasonable if not ideal efficiency and economy, and in the direction of 
making the best use of our national resources. 

Those who criticize the Stock Exchange usually do so on political grounds; 
there are the Rip Van Winkles who ignore the reforms which the Stock 
Exchange has made on its own initiative, and the lunatic fringe which thinks 
that prices are fixed by the Stock Exchange for its own profit. In Mr. Wincott, 
the Stock Exchange has a critic who respects the “ House’’ for its many 
achievements but is impatient to see improvement carried further. He has 
shrewd comments on the cost of dealing and how it might be reduced. He 
examines the consequences to the Stock Exchange of the disappearance of 
whole markets under nationalization, and the future relations between 4 
security market which could almost be described as the apotheosis of private 
capitalism, and a reconstruction Socialist Government. For the Stock 
Exchange—slightly to Mr. Wincott’s regret perhaps—has in recent years lost 
its old character of competitive “ free for all” and put on the sober mantle of 
institutionalism. It thinks nowadays in terms of protection for the investor; 
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here it has the advantage of absolute power over investment dealing, unham- 
pered by any statutory framework, and this combination, dubious as it may 
appear in logical principle, has worked well because power has been increasingly 
used in the interest of the investing public. 

The Stock Exchange is in process of change—indeed, that is a platitude 
true of every decade since the Stock Exchange was established as an institution 
late in the 18th century. But the present decade of war and reconstruction is 
seeing more profound and more rapid changes than almost any earlier period. 
The separation of powers under which the club of Stock Exchange members 
has hitherto been a separate tenant body of a Corporation of property owners 
is destined to end quite soon. The demand for cheaper dealing facilities to 
suit the investor of smaller means has somehow to be met if the Stock Exchange 
is to serve the public most effectively. The Council has assumed public respon- 
sibilities unknown a generation ago, and an institution which is founded on 
the doctrine of free business in a free market has been tempered to serve the 
investor's interest first, and the interests of its members second. That spirit 
dictates the shape of change in the post-war period. It is the signal merit of 
Mr. Wincott’s book that these broader issues are placed in their true perspective 
against the intricate technical pattern of security dealings and market forces. 
It is the work of a man who knows the “ House” better, perhaps, than many 


who are so busy inside it. ‘‘ You do,” says Mr. Wincott in some shrewd 
comments on the financial Press, ‘‘ get an honest opinion from the great 
majority of financial journalists to-day ’’’. Readers of this modest book will 
certainly get one from Mr. Wincott. R. B. 


Appointments and Retirements 


Bank of Scotland—London, Piccadilly Circus : Mr. J. Murray, joint manager, to be sole 
manager on retirement of Mr. C. D. Allison. 


British Linen Bank—London Office: Mr. J. S. Stiven, joint manager, to be sole manager 
on retirement of Mr. C. K. Jordan. Mr. Robert Park to be deputy manager. Rothesay : Mr. James 
Shedden, teller, to be manager in succession to the late Mr. W. Grant. 


District Bank—Levenshulme : Mr. R. J. Scott, of Leigh, to be manager. Warrington: Mr. 
G. D. Taylor, of Sale, to be manager. 


Lloyds Bank—Salisbury Committee : Sir Henry H. A. Hoare, a member of the above committee 
since its inception, and a director of the bank from 1914 to 1945, died on March 25. Mr. W. R. 
Bown, a member since his retirement from the position of joint general manager last August, 
died on March 13. Head Office: Mr. M. P. Attree, from Reading, has been appointed for special 
work under the general managers. Advance Department: Mr. F. S. Wright, from Newbury, to 
be an assistant controller. Chief Inspector’s Department : Mr. H. Thwaite, from Granby Street, 
Leicester, and Mr. W. B. Fowler, from Grantham, to be inspectors. District Office, Leeds : Mr. C. 
Berry, from Bradford, to be district manager. Executor and Trustee Department, 39 Threadneedle 
Street, E.C.: Mr. B. Biglen, sub-manager, has retired. Pall Mall, S.W.: Mr. W. F. Wilde and 
Mr. H. L. Chambers, of Pall Mall, to be joint section managers of the Income Duty Department. 
Brackley : Mr. C. J. Thomas, from Northampton, to be manager on retirement of Mr. C. H. 
Boissier. Bradford (also West Bowling) : Mr. S. W. Craven, assistant manager, to be manager. 
Bristol : Mr. C. D. H. Clark, from Richmond, Surrey, to be sub-manager. Broadstone : Mr. E. A. 
Glover to be manager. Cheltenham Road, Bristol: Mr. L. G. Millhouse, from Bristol, to be 
Manager on retirement of Mr. A. C. Cockrell. Church End, Finchley, N. : Mr. H. F. Morgan, from 
Greenford, to be manager on retirement of Mr. F. A. Copley. Dyke Road, Brighton: Mr. R. 
Nightingale, from Bognor Regis, to be manager. Eastbourne : Mr. J. E. Pitt, of Eastbourne, to be 
sub-manager. Eastcheap, E.C.: Mr. R. G. Boulton, from Moorgate, E.C., to be manager. 
Executor and Trustee Department, Cheltenham : Mr. J. S. Capell, from the West End Office of the 
department, to be manager. 72 Fenchurch Street, E.C. : Mr. C. W. Austin, from Eastcheap, E.C., 
to be manager on retirement of Mr. A. G. Woolley after nearly 45 years’ service. Folkestone : 
Mr. G. C. E. Weeks, from Bexhill-on-Sea, to be sub-manager. Granby Street, Leicester : Mr. W.S. 
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Neville, from Northampton, to be manager. Grantham: Mr. J. F. V. Harvey, from Leamington 
Spa, to be manager. Great Bridge : Mr. S. D. Groom, from Tipton, to be manager. Hambstead, 
N.W.: Mr. E. P. Powell, from Surbiton, to be manager on the retirement of Mr. C. W. Longley, 
M.M. Hawarden: Mr. W. F. A. Stephenson, from Nottingham, to be manager on retirement 
of Mr. C. V. Harris. Holbeach : Mr. S. E. Neave to be manager. Horsham: Mr. L. E. Dolbear, 
from Dyke Road, Brighton, to be manager on retirement of Mr. H. N. F. Arnold. Huddersfield : 
Mr. F. Schofield, from Sowerby Bridge, to be assistant manager. Jersey, C.I.: We regret to 
announce the death of Mr. C. E. Le Cornu, joint manager; Mr. H. C. Jones, joint manager, to be 
sole manager. Kensington, W.: Mr. H. W. P. Harrison, M.C., from Blackheath, S.E., to be sub- 
manager on Mr. J. G. Spencer's retirement. Keswick : Mr. W. T. Temple, from Scarborough, to 
be manager on retirement of Mr. J.G. Cornish. Leamington Spa: Mr. R. M. Evans, from New Street, 
Birmingham, to be sub-manager. Leeds : Mr. C. J. Evans, from Collingwood Street, Newcastle- 
upon-Tyne, to be sub-manager. Matdstone: Mr. J. B. Winter, of the inspection staff, to be sub- 
manager. Netherton : Mr. A. Garbett, from Aston Road, Birmingham, to be manager on Mr. H. P. 
Bunn’sretirement. Newbury : Mr. B. A. Brooks, from Oxford, to besub-manager. Northampton : 
Mr. R. A. Taylor, from Coventry, to be sub-manager. Penrith : Mr. J. W. French, from Allendale, 
to be manager on Mr. R. M. Forster’s retirement. Heading: Mr. J. B. Everritt, of the inspection 
staff, to be sub-manager. Auislip : Mr. L. A. Melzer to be manager. Sale: Mr. C. P. Cormick 
from Oxford Road, Manchester, to be manager on Mr. E. C. Purdy’s retirement. Silverhill : 
Mr. P. B. Diplock to be manager. South Harrow: Mr. C. W. J. Ellis to be manager. Southwold : 
Mr. A. M. Potter, from Great Yarmouth, to be manager on Mr. A. D. Barcham’s retirement. 
Sowerby Bridge (also Ripponden) : Mr. J. L. Wright, from Leeds, to be manager. Stepney, E. : 
Mr. G. H. Leech to be manager. Summertown, Oxford: Mr. R. H. Bright to be manager. 
Surbiton : Mr. J. H. Knight, from Sydenham, S.E., to be manager. Sutton, Surrey (also Ban- 
stead): Mr. L. H. Priestley, from Weybridge, to be manager on retirement of Mr. A. J. Bull. 
Sydenham, S.E.: Mr. P. A. D. Deacon, of Sydenham, to be manager. Torquay: Mr. F. D. 
Barnard, deputy manager, to be manager on Mr. H. K. Ault’s retirement. Mr. S. N. Morgan, 
from Oxted, to be sub-manager. Uxbridge: Mr. H. J. Ingle, from Harpenden, to be manager 
on retirement of Mr. A. E. Pardington. West Bromwich: Mr. H. L. Gregory, from Great Bridge, 
to be manager on retirement of Mr. A. H. Jackson. Weybridge: Mr. B. N. L. Taylor, from 
Kingston-on-Thames, to be manager. 

Midland Bank—Head Office : Mr. J. Embleton, district staff superintendent, to be an assistant 
staff controller. Mr. F. Fowler, assistant manager, to be manager of Premises Department on 
retirement of Mr. G. Gardner. Mr. G. W. Foss, of Overseas Branch, to be a branch superintendent 
on retirement of Mr. C. H. Bonner. London, Camden Town : Mr. T. H. Evans, of Eastcote, to be 
manager. London, Leylonstone: Mr. L. F. Gill, of Upton Park, to be manager on retirement of 
Mr. J. C. Adams. London, Queensway: Mr. R. E. Bowman, of Bedford Row, to be manager. 
London, Southwark : Mr. D. R. Hearn, of Camden Town, to be manager. London, Upton Park: 
Mr. R. H. Ewer, of Manor Park, to be manager. Aberdare : Mr. R. D. Williams, of Treharris, to be 
manager on retirement of Mr. T. S. Jones. Bedford: Mr. W. Porter, of Radford, Nottingham, to 
be manager on retirement of Mr. T. J. Bell. Bournemouth, Boscombe : Mr. H. H. Whiteley, of 
Charminster Road, Bournemouth, to be manager on Mr. W. B. Laurie’s retirement. Bradford, 
Kirkgate: Mr. W. Cunliffe, of Parliament Street, York, to be assistant manager. Bradford, 
Market Street : Mr. H. L. Wortley, of Kirkgate, Bradford, to be manager in succession to the late 
Mr. J. T. Shaw. Cardiff, Canton: Mr. E. Henton to be manager on retirement of Mr. D. G. 
Wade-Evans. Cardiff Docks : Mr. W. T. Gait, assistant manager, to be manager on retirement of 
Mr. H. E. T. Silvester. Devonport: Mr. H. C. Baker, of Saltash, to be manager on the retirement 
of Mr. G. Digges. Farnham: Mr. J. Shenton, of Winchester, to be manager on retirement of 
Mr. C. P. Lewis. Liverpool, North: Mr. J. McGinn, of Castle Street, Liverpool, to be manager. 
Liverpool, Princes Road : Mr. G. Sly, of Scotland Road, Liverpool, to be manager on retirement of 
Mr. H. E. Wilde. Manchester, High Sireet : Mr. J. Simpson, of North Branch, Liverpool, to be 
manager on retirement of Mr. F.Gothard. Oldham : Mr. R. D. Fairbairn, of Bolton, to be assistant 
manager. Smethwick, Bearwood: Mr. E. H. Haslam to be manager in succession to Mr. J. L. 
Eastwood, who becomes a district staff superintendent. 

National Bank of India—Sir George B. Morton, O.B.E., M.C., has joined the board of directors. 
National Bank of Scotland——Hawichk branch : Mr. R. G. Crichton, from Kelso, to be joint 
manager in association with Mr. R. L. Scott and Mr. C. B. McCall. When Mr. Scott retires at 
the end of May the branch will continue under the charge of Mr. Crichton and Mr. McCall. Kelso 
branch : Mr. D. J. Luke, from Greenock, to be joint manager at Kelso in association with Mr. 
J. G. G. Leadbetter. 

National Provincial Bank—-Mr. W. G. Craddock, joint general manager, has retired after 44 
years’ service and is succeeded by Mr. H. F. Willmot, of Princes Street office. 

Ottoman Bank—Mr. Michael J. Babington Smith, C.B.E., has been elected a member of the 
committee to fill the vacancy caused through the retirement of Mr. R. S. C. Pearce. 

Union Bank of Scotland—Aberfeldy : Mr. A. Low, of West End Branch, Aberdeen, to be 
manager on Mr. W. Munro’s retirement. Errol: Mr. J. C. Dewar, from Perth, to be manager on 
Mr. Runcieman’s retirement. Moniaive: Mr. W. T. Anderson, of Oban, to be manager on Mr. 
R. Orr's retirement. Oban: Mr. C. C. Sinclair to be manager. 
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National Savings 


(£ millions) 


(1) Small Savings 


Banking Statistics 





Savings Savings 
Certi- Defence Savings Certi- Defence Savings 
ficates Bonds Banks Total ficates Bonds Banks Total 
(net) (met) (net) Small (net) (net) (net){ Small 
1943 «I 70.7 32.8 87.3 190.8 1946 Jan. 7-1 20.9 48.9 76.9 
Il 108.1 50.1 85.0 243.2 Feb. 4-3 19.8 36.9 61.0 
Ill 47.8 19.2 61.3 128.3 Mar. 1.7 21.3 34.9 57.9 
IV 42.9 18.7 71.1 132.7 Apl. 1.0 36.3§ 16.3 53.6§ 
May 0.3 56.0§ 10.6 66.9 
1944 55-4 20.8 98.0 174.2 June - 0.3 3.6 9.3 12.6 
II 97-5 54-4 92.6 244.5 July - 1.4 ‘ 8.1 12.2 
Ill 45-5 15.5 71.9 135.9 Aug. .. — 0.2 4-4 14.9 19.1 
IV 34-9 18.9 69.6 123.4 Sept. 0.4 3.5 12.6 16.5 
1945 I 44.3 19.8 108.7 172.8 _ 7 Rg ‘7-2 —s 
II a8.2 138.8 78.5 199.7 Dec. ~ re a3 _19.3 
Ill 12.1 30.3 99.7 142.1 1947 Jan. $\ 10.6 14.4 -—s 
IV 39.2 87.2 76.4 202.8 eb. 5.6 4.7 15.2 25.5 
1946 I 13.2 62.0 120.7 195.9 Mar. 25-4 5-I- 2.6 27.9 
II T.0 95.9 36.2 133.1 § Totals and apportionment between months 
III -1.2 13.4 35.6 47.8 amended to allow for adjustment in official 
IV 10.8 17.9 11.8 40.5 figures. {Including Release Benefit Accounts. 
(2) Large Savings 
National Interest National Interest 
War Savings free Total War Savings free Total 
Bonds Bonds Loans Large Bonds Bonds Loans Large 
1942 I 203.8 223.7 3.9 431.4 90g Fk «ss SE 6G -5 108.0f 
II 62.8 94.9 1.9 159.6 Ill .. 188.1 207.8 .0 396.5 
III 140.4 105.8 1.8 248.0 IV - 222.8 59.3 -3 783.4 
IV 153-0 77.6 2.5 233.1 1946 I ‘3 2.8 _ 3-5 
II — 288.0 — 287.9 
i943 I 178.7 178.4 2.4 359.5 III — 129.0 — 270.0° 
Il 209.7 153.1 2.I 364.9 IV sass 152.3 — 15§2.3f 
III 159.3 838.4 1.4 249.1 itachi 
IV 130.6 66.6 3.2 200.4 24% TREASURY STOCK § 
Total 
¢ 7 c ; Pe j 
ok eee ee ae ee 08.153 108.15 
III 94.3 71.2 -9 166.4 1947 os si go peasee 
= re : 7.85 
IV 142.2 68.3 -5 211.0f Feb. __ —— 177.95 
tm45 0d 4 8.9 8.2  97-5f Mar. 0.34 178.29 


t Excluding Exchequer Bonds: 1944 IV, £37.3 mus. ; 
* Savings Bond Tap suspended July 9, 1946. { 24% Treasury Stock. § Tap suspended January 


Il, 1947. 


Ways and Means Advances : 
Bank of England 
Public Departments 


Treasury Bills : 
Tender 
es. 


Treasury deposit 


receipts 


April 18, March 31, 
1940 1947 
£m. £m. 

10.8 — 
400.4 613.5 
1800.0 
ee 2776.1 } 4884.7 
oa 1559.0 1456.5 
6615.2 6954-7 


1945 I, £165.2 mns. ; 


Floating Debt 








{ 








April 5, April 12, 
1947 1947 
£m. £m. 

18.8 
592.7 580.6 

2185.0 2185.0 

2704.4 2728.8 

1443-5 1443-5 

6044-4 6937.9 








1945 II, 124.4 mns. 


April 19, 


1947 
£m, 


583.8 


2185.0 
2708.6 
1463.5 





6940.9 
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Treasury Deposit Receipts 








Including 
prior Outstanding 
Raised Redeemed Encashmentst (end of period} 
Menthly® : {m. £m. {m. m. 
1945 Aug. 25... ae aa 290.0 237.0 s4.5 2185.5§ 
Det. 32 .. “s in 320.5 527.0 - 1636.5 
1946 Jan. 26... es ae 139.5 177-5 4.5 1598.5 
Feb. Ot <. a wl 210.0 236.5 5.5 1572.0 
March 30 .. e - 455.0 468.0 4.5 1559.0 
April 27.. hs a 430.0 446.0 6.5 1543.0 
May 25... a aa — 60.0 19.0 1483.0 
June 30.. ‘a is 190.0 282.5 1390.5 
july) 0647. wit os 225.0 136.0 1479.5 
Aug. 31 .. ve ; 455.9 287.5 1647.0 
Sept. 30 .. a i 500.0 368.0 1779.0 
Oct. 6... od a 380.0 416.0 1743.0 P 
Nov. 30.. ar ws -— 0.5 1742.5 
me. $2 -. aa i 131.0 197.9 1676.5 
1947 Jan . or + pe 194.0 213.0 a 1657.5 
Feb. a nia on 210.0 359.5 aa 1508.0 
March 31 on 543.0 594-5 1456.5 
* Periods ended on ‘last Saturday in each month, except at final month in each quarter, 
+ Figures to May 25, 1946, when last Monthly Debt Return appeared ; since then no figures 
of pre-encashments have been published. § Peak total. 
WEEK-TO-WEEK BORROWING 
Net New Net New 
Week ended: Raised Redeemed Borrowing Week ended: Raised Redeemed Borrowing 
1946 . 
Aug.24 .. 150.0 138.5 11.5 Dee. a8 «. 60.0 100.5 — 40.5 | 
—— a 1.0 13.0 — 12.0 
ae 70.0 80.5 - 10.5 ' 
. 1947 
Sept. 7 .. 160.0 114.5 44-5 Jan.11 .. 194.0 184.0 10.0 
o te «. Se 118.0 42.0 3. Ser 5.5 -~ 5.5 
a Eke 80.0 16.5 63.5 . mis A: 23.5 - 23.5 
30 .. 100.0 119.0 19.¢ i er ona tn 
Oct. 5 .. 160.0 165.5 $.3 e ~as _— 33-5 — 33.5 
; 12... 140.0 138.5 1.5 oe 80.0 140.0 — 60.0 
i , es 80.0 90.5 - 10.5 o @ «= te 162.0 — 32.0 194 
ess ee an.5 a Mar. 1 .. 60.0 °94.5 <- $§ 
Nov. 2 .. i saad 8 .. 130.0 160.0 — 30.0 
ae ‘ ; 15 .. 150.0 158.5 - 8.5 
16 , - - — a SE as 80.0 81.0 - 1.0 
23 - 0.5 -~ 0.5 » 3! 123-0 100.5 22.5 
jo. « — = Apl. 5 .. 147.0 160.0 - 13.0 
Dec. 7 .. st ‘ = ~ 22 «+5 SEO ieee - 
14 - 70.0 83.5 — 13.5 Ig .. 100.0 §0.0 20,0 
Ordinary Revenue and Expenditure 
Year to Ord. Ord. By Ord. Ord. " 
Mar. 31: Exp. Rev. Deficit Quarters : Exp. Rev. Deficit 
£m. £m. {m. £m. £m. {m. 
1937 830.1 823.3 6.8 1944 J «+ 3966.2 —_* — 
. .. 1420, 04.7 
1938 = 898.1* 872.6 25.5* ll. ad arn gi 789.8 
1939 - 1054.8° = 927.3 127.5° IV .. 1502.0 654.3 847.7 
1940 1809.7* 1049.2 760. 5* 1945 I .. 1609.8 1246.7 362.9 
1941 .. 3867.2 1408.9 2458.3 II .. 1306.3 611.0 695.3 
Hit .. 8443.7 750.5 693.2 
1942 aa 8.9 2074.1 2701.6 IV |. 1386.2 667.8 718.4 
1643 5623.2 2819.9 2803.3 1946 I .. 1337.4 1253.5 53-9 
273. 
1944 - $788.4 3038.5 2749.9 R.. “ as as ps ys 1945 
1945 ‘ 6057.8 3238.1 2819.7 IV .. 861.1 738.6 122.5 
1946 -» §474.8 3284.5 2190.3 1947 I .. 1228.9 1261.5 32-5 


* Allowing for loan expenditure. § Surplus. 








BANKING STATISTICS 


Exchequer Issues and Receipts 
WEEKLY AVERAGES 













ding _ Total ; i Total 
eried) E-xpendi- Ordinary Deficit Expendi- Ordinary Deficit 
. ture§ Revenue ture§ Revenue 
58 £m. {m. £m. £m. £m. ém. 
5 1938 ns 19.2 17.0 2.2 1945 Feb. 24 123.4 110.9 12.$ 
5 1939 aa 28.8 18.8 10.0 Mar. 31 133.7 75.1 58.6 
°° 1940 . 63.9 24.0 39.9 April 25 100.2 50.2 50.0 
~ 1941 ae 88.5 36.0 52.5 May 26 87.8 39.6 48.2 
“ 1942 ea 102.6 50.2 52.3 June 30 112.8 50.6 62.3 
“0 1943 ka 110.7 55-4 55-2 July 28 107.8 61.2 46.5 
.§ 1944 I< 114.8 61.0 53-7 Aug. 25 103.8 49.5 54.3 
5 1945 <a 110.4 62.9 47.6 Sept. 30 116.9 59.9 56.9 
+ 1946 ar 85.4 63.9 21.5 Oct. 27 «6107.8 52.9 54.2 
ne Nov. 24 104.5 49.0 55-5 
0 Period Ended : Dec. 31 107.5 50.6 56.9 
5 1944 Jan. 29 112.3 113.3 1.1° 1946 Jan. 26 §=682.2 99.8 17.6* 
5 Feb. 26 122.5 97-7 24.8 Feb. 23 97.6 114.1 16.4* 
$ Mar. 31 123.5 70.2 53-3 Mar. 31 126.1 82.9 43.1 
0 April 29 109.6 45.6 64.0 April 27 89.0 55.2 33-8 
5 May 27 109.6 50.5 59.1 May 25 67.5 49.1 18.4 
ter. June 30 108.7 43.3 65.4 June 30 77.3 42.7 34.6 
1res July 29 112.0 57.6 54-4 July 27 68.5 54-9 13.6 
Aug. 26 107.5 53-1 Ste ao 31 100.9 =? 42.5 
Sept. 30 123.6 56.7 66.9 sept. 30 73.1 49.7 24-5 
Oct. 28 118.6 52.5 66.1 Oct. 26 67.7 54.8 12.9 
N Nov. 25 110.2 47-3 62.9 Nov. 30 84.8 67.2 17.7 
tes Dec. 31 116.5 49.8 66.7 Dec. 31 77.3 45.0 32.3 
ng 1947 Jan. 25 71.1 102.1 30.9* 
0.5 1945 Jan. 27 112.4 t22.1 1.2 i Feb. 22 93.8 107.7 13.9* 
as § Ordinary expenditure plus other expenditure (excluding sinking funds but including 
expenditure of a capital nature). * Surplus. 
0.0 
Le Tax Certificates 
4.0 Paid Net Paid Net 
3.5 Raised Off Raised  Issue* Raised Off Raised  I[saue* 
10.0 £m. £m. fm. £m. £m. £m. £m. gm. 
2,0 1943 Jan. .. 48.7 24:7 23.9 493.9 1945 Feb. .. 62.6 112.3 - 49.7 683.9 
Feb. .. 45.3. 70.3 - 25.0 468.9 Mar. .. 65.5 66.7 —- 1.2 682.7 
“$3 Mar. .. 46.3 72.1 - 25.8 443.1 aoe. .. 26.3 26:4 8.9 691.6 
8.5 eer. .. 26.3 82.0 14.3 437.4 May .. 33.1 12.9 20.2 711.8 
22 May .. 39.9 16.8 23.1 480.5 jume .. $1.3. 24:7 26.5 738.3 
2.5 June .. 46.6 13.1 33.5 514.0 July .. 25.3 21.0 4.3 742.6 
July .. 47.7. 24.4 23.2 537.2 Aug. .. 28.0 13.2 14.8 7§7.4 
3.0 Aug. .. 29.7 16.3 13.4 550.6 Sept... 39.7. 41.7 - 2.0 755.4 
= Sept... 54.0 22.8 32.2 582.8 Oct. .. 63:6 24.6:— 1.5 754-3 
10.0 ee. .. 48.3 30:3 “33.0 967.8 Nov. .. 31.2 20.5 10.7 765.0 
Nov... 27.3 15.0 12.3 610.1 Dec. .. §4.8 19.0 95.7 800.77 
Dec. .. 48.1 11.6 36.5 646.6 1946 Jan. .. 28.5 58.1 ~ 29.6 771.0 
1944 Jan. .. 48.4 100.1 = 51.7 $04.9 a ae — 553-7 ~ 72.9 rooted 
Deb Feb. .. 51.3 85.9 — 34.6 560.3 poy el a - 50.3 047.9 
De cit Mar... 52.3 50.8 1.5 561.8 Apr. .. 39. 7 25.5 11.1 059.0 
{m. Apr. .. 37.8 18.9 18.9 580.7 May .. 15.4 16.2 - 0.8 658.2 
' . ‘ . / Baws i 2 - 6.1 
381.1 May .. 31.1 19.8 11.3 302.0 June 22.8 24.9 2.2 656. 
15.6 June .. 47.8 14.9 32.8 624.8 Jey -. 19-3 19.2 > 4.0 @52.1 
re. July .. 34.4 20.8 13.5 638.3 aoe len Ea gE ge 
847-1 Aug. .. 33.9 23.3 10.6 648.9 re ve ing as pap. age 
apie Sept... 63.8 25.8 38.0 686.9 Nc : gh. heyy: = 3-4 ge 
an Oct. .. 29.1 20.9 8.2 695.1 an hme a? Se age 
+ | Nov. .. 41.2 19.1 22.1 717.2 ec. 35.0 — §.0 30.0 2. 
~~ Dec. .. 63.0 20.4 42.5 759.7 1947 Jan. .. 20.5 46.9 — 26.4 656.2 
273.8 195 J ; eb. .. 27.0 81.7 — 54.7 601.5 
206.1 § jan. .. 52.3 78.4 - 26.1 733.6 Mar. 24.2 82.0 - 57.8 543.7 





122.5 * i.e. Outstanding at end of month. 7 Record to date. 












Bank Advances in Great Britain* 
(Latest quarterly statements) 


February, 1946 November, 1946 February, 1947 
% of % of % of 
fooo's total fovo's total {000's total 
Coal mining 8,925 1.1 10,218 ee 8,518 8 
Quarrying, etc. . - '- 2,328 a 2,687 a3 3,085 3 
Iron and steel and allied trades 15,353 1.8 14,661 1.5 14,6031 1.4 
Non-ferrous metals 1,975 2 2,27$ a 2,839 3 
Engineering, etc. 00,557 7.8 60,3574 7.0 72,654 +3 
Shipping and shipbuilding 10,318 1.2 10,316 2.8 10,051 1.0 
Transport and communications es 9,570 Ft 10,447 ee 13,005 1.3 
Cotton 7,091 .8 6,831 Pe 4.845 5 
Wool ‘ 4,315 _ 9,633 1.0 9,543 9 
Other t xtiles ‘ 10,232 r.2 11,094 5.2 12,724 1.2 
Leather and rubber 4,925 .6 5,785 .6 6,576 6 
Chemicais 9,185 2 9,114 1.0 12,007 1.2 
Agriculture and fishing 66,489 7.8 79,253 8.2 80,123 7.8 
Food, drink and tobacco. . 57,230 6.8 73,492 7.6 64,531 6.3 
Ret = trade 62,248 oe 75,791 7.9 88,019 8.6 
Entertainment 26,731 3.2 21,817 2.3 24,473 2.4 
Buil iers and contractors 38,770 4.6 45,320 5.0 52,118 5.1 
Building materials 4.988 .6 6,582 ey 7.758 8 
Unclassifiable industry anc nd trade 27,926 2.3 37,941 3.9 43,2106 “3 
Local Government authorities oa 78,696 9.3 72,982 7.6 78,931 7.7 
Public utiiities (other than transport) .. 7,285 -9 9,659 1.0 13,541 1.3 
Churches, charities, hospitals, etc. 10,369 3.2 13,577 1.4 14,057 1.4 
Stockbrokers 4,081 “ 4.137 -4 5,499 fi 
Other financial ‘ oo 93,868 8.6 77,087 8.0 88,477 8.6 
Personal and profe ssional - -- 239,549 28.2 281,148 29.2 295,248 28.7 
848,307 100.0 961,421 100.0 1,026,979 100.0 


e Including all members of British Bankers’ Association 
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Brighton 3211 


BRIGHTON 
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(Completely Renovated) 
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RE-OPENED 
with 
EVERY AMENITY 
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In 1360 a coin was struck in gold by King John II of France. On it 
were the words ‘ Johannes Dei gracia Francorum rex’ and from this 
inscription the name ‘ franc’ was originally derived. Since 1795 the 
franc has been the monetary unit of France, well-known to all those 
who have dealings with that country for business or for pleasure. 

For many years Barclays Bank have fostered the growth of Anglo- 
French trade. Their comprehensive foreign banking service, available 
to all exporters and importers, has been reinforced by the establishment 
of their own French associate, Barclays Bank (France) Limited. Today 
the expansion of our export trade is vitally important and Barclays 
Bank are playing their part by offering a complete foreign service, 
together with such other banking facilities as customers may require. 


BARCLAYS BANK 


LIMITED 
$4, LOMBARD STREET, LONDON, E.C.;3. 



































ALY SHAMSY 





ing of the National Bank of Egypt was 


T HE forty-seventh ordinary general meet- 
held in Cairo on March 26. 


Aly Shamsy Pasha (the president) was in 
the chair. 


REPORT AND ACCOUNTS 


The directors present to the shareholders the 
balance sheet and profit and loss account for 
the year ended December 31, 1946. 


The gross profit for the year, after providing 
for depreciation on the bank’s buildings and 
furniture, for rebate of discount, for doubt- 
ful debts and contingencies, amounts to :— 

£E.1,494,930 : 970 


After deducting from this sum: 
For Directors’ Fees £E. 18,273: 904 
For Current Ex- 
£E.970,485: 368 £E. 988,759: 272 


506,171 : 698 


penses 


there remains . £E. 

In conformity with 
Article 49 of the 
Bank's Statutes a 
dividend of 4 per 
cent. is payable on 
the Share Capital. . £E. 117,000: 000 


After this distribution 


there remains £E. 389,171 : 698 
Adding to this the 
balance brought 
forward from last 

year ~ £E. 273,305: 192 


the amount avail- 
able is fE. 

From this amount the 

ectors recom- 

meni the pay- 

ment of an ad- 

ditional dividend 

of 13 per cent. on 

the Share Capital, 
which will absorb £E. 


662,476 : 890 


380,250 : 000 





and to carry for- 
ward the balance 
ve ; £E. 282,226: 890 
The total dividend for the year will thus be 
at the rate of 17 percent. An interim dividend 
of 4 per cent. having been paid on September 2, 
1946, there remains to be distributed the 
balance of 13 per cent., which will be paid less 
taxation in accordance with existing laws. 
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NATIONAL BANK OF EGYPT 


EGYPT’S CLEARLY IMPROVED FOREIGN TRADE 
THE STERLING 


PASHA’S 





BALANCES 








REVIEW 








BALANCE SHEET, 31st DECEMBER, 1946 
ISSUE DEPARTMENT 


LiaBILitigs £E. MM. 


Notes issued .. - 145,000,000 000 





145,000,000 000 

ASSETS £E. MM. 

Gold .. - 6,375,873 969 
Egyptian and British Government Treasury 
Bills and Securities ee - 138,624,126 oj: 








145,000,000 000 





BANKING DEPARTMENT 


LiaBiLitigs £E. MM, 
Share Capital : 

300,000 fully paid Shares of om each .. 2,925,000 oo 
Statutory Reserve Fund .. << 1,462,500 000 
Special Reserve A 1,462,500 000 
Current, Deposit and other Accounts 90,832,209 862 
Egyptian Government ; 80,708,353 632 
Sudan Government . 278,324 772 
Bankers’ Accounts .. 38,480,298 429 
Cheques and Bills payable . 333,742 $90 
Provision for payment of final dividend at 

the rate of 13 per cent. per annum 380,250 000 
Profit and Loss Account Balance .. 282,226 8 
Acceptances, etc. ee: 4,061,761 190 

221,257,197 285 
Assets fE. MM 


Government Securities and Securities 
guaranteed by the ieee Government 165,026,882 371 
Sundry Securities .. 490,748 219 


Advances on Merchandise . 2,129,906 790 
Advances on Securities 387,539 706 
Sundry other Advances 1,307,455 $90 
Bills discounted 243,886 570 
Bankers’ Accounts .. 22,925,178 045 
Money at Call and at Short Notice 16,575,975 om 
Buildings ‘a 75,000 O00 
Cash. 

N.B.E. Notes .. ££.7,831,570: $00 

Other Notes & Coin £E. 201,293: 311 

—————_ 8,032,863 1 

Clients’ Liability for nai niet etc., 

per contra 4,061,761 190 





221,257,197 285 





F. T. ROWLATT 
HASSAN SADEK 
Directors. 


F. W. LEITH-ROSS, 
Governor. 


REPORT OF THE AUDITORS 

We have examined the books of the National 
Bank of Egypt and in our opinion the above 
balance sheet is properly drawn up so as f0 
exhibit a true and correct view of the state of 
the Bank’s affairs as shown by the books. We 
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have also verified the cash, notes, and securities, 
at the Head Office and at the Cairo and Alex- 
andria branches and have found the same 
correct. The London returns have been 
audited and certified by Messrs. Deloitte, 


Plender, Griffiths and Co., Chartered 
Accountants. 
S. DALE, 
O. CouLDREY, 
Chartered Accountants. 
Cairo, February 27, 1947. 
PROFIT AND LOSS ACCOUNT 
Dr. £E. MM. 
Directors’ Fees 18,273 904 
Current Expenses 970,485 368 


Interim Dividend at the rate of 4 per cent. 
per annum ; sche ce heave a 

Provision for payment of final dividend at 
the rate of 13 per cent. per annu 


117,000 000 


380,250 000 


Balance carried forward is 282,226 890 
1,768,236 162 
Ce. fE. MM. 


Gross Profit for the year ended I ecember 
31, 1946, after providing for depreciation 
on buildings and furniture, for rebate of 
dis ourt, for doubtful debts and contin- 
i 1,494,930 970 


Balance brought forward from last year .. 273,305 192 


1,768,236 162 


THE PRESIDENT’S ADDRESS 


It is now nearly two years since the war 
came to an end yet the world is still not 
enjoying the blessings of peace. The treaties 
with Germany’s former allies are signed, but 
it remains to be seen to what extent confidence 
can be revived so long as a general agreement 
concerning Germany is not reached. 

Everywhere in the world the traces of the 
destruction and disorganization caused by the 
war are still deep and it will be a long time 
before normal conditions are restored. The 
transition to peace-time economy is gradually 
taking place, but it is creating, in many coun- 
tries, social problems which are further aggra- 
vated by inflation. Budgets show deficits, 
currencies lose their purchasing power owing 
toa continuous expansion of circulation and of 
credit, exchange parities remain unstable and 
often artificial. It follows that State controls 
in all their forms do not yet show appreciable 
signs of relaxation. 

Under these conditions it is no wonder that 
international exchanges, which are the foun- 
dations of all plans for recovery, have not yet 
resumed their pre-war tempo. The Interna- 
tional Monetary Fund and the International 
Bank for Reconstruction are definitely con- 
stituted but these two Institutions will not be 
able to contribute effectively to a better 
balance in the world’s economy unless the 
spirit of international co-operation rises above 
the continued pressure of particular interests. 
The preponderance of politics over economics 
femains striking, and if a reconciliation of the 
divergent points of view on the political plane 
's not effected, economic reconstruction will be 
still more seriously threatened. 
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THE SITUATION IN EGYPT 


This rather gloomy picture should not make 
us lose sight of Egypt’s comparatively privi- 
leged situation which, on the whole, remains 
favourable. If, generally speaking, we notice 
a certain shrinking in business activity due 
partly to the withdrawal of the allied armies, 
there are still numerous signs of prosperity. 
Nevertheless, in every sector of general 
economy—agriculture, industry, foreign trade, 
public and private finance—certain post-war 
problems have to be faced, the study of which 
is not lacking in interest. 

The main characteristic of our general 
economy is the lack of balance between the 
available goods in Egypt and the volume of 
purchasing media. In other words, there is 
an inflationary situation due to an excess of 
the means of payment, but it is far from com- 
parable with that which prevails in certain 
countries which have had to finance their 
expenditure by the issue of notes without 
cover. With us, the excess of banknotes issued 
during the war is offset by solid reserves ; 
the sterling balances resulting from the expen- 
diture of the allied armies. This expenditure 
has gradually decreased, however, and it is 
estimated that in 1946 it amounted only to 
about a third of the figure for 1945. 


THE NOTE ISSUE 


This reduction is reflected in the Note Issue 
which, after having continuously increased 
since December, 1938, shows in December, 
1946, for the first time in eight years, a 
decrease. This is of the order of £E.3,000,000 
in comparison with December, 1945. More- 
over, and this is important, the seasonal move- 
ment in the Note Issue has resumed its usual 
pre-war curve which used to reflect the disposal 
of the cotton crop. In fact, the Note Issue, 
which amounted to £E.146,000,000 by the end 
of January, 1946, came down gradually to 
£E.138,000,000 by the middle of September, 
to rise again, from the beginning of the cotton 
season, and reach {E.145,000,000 at the end of 
December. Since that date a further decrease 
has been recorded and the Issue stood at 
£E.140,000,000 at March 22, 1947. The return 
of the Note Issue to its normal movement, 
though still at an inflated level, indicates the 
extent to which the inflow of foreign capital to 
Egypt has diminished. 


PRICE LEVELS 


The departure of the troops, combined with 
the resumption of imports, has already caused 
a slight fall in prices, but the latter, for agri- 
cultural as well as industrial products, still 
remain high in relation to prices in some other 
countries, and a readjustment of our prices 
has become necessary. However, world prices 
have recently had a tendency to rise, and if 
this tendency persists, the deflationary effort 
required in Egypt will be correspondingly 
easier. An efficient control of prices and of 
consumption of the main products, a relaxation 
of the restrictions which still hamper imports 
as well as exports, a more equitable distribu- 
tion of the fiscal charges in agriculture and 
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industry, taking fuller account of the interests 
of consumers, are so many measures likely to 
contribute to a better economic and social 


equilibrium. 


AGRICULTURE 

A noticeable improvement in the statistical 
position of cotton took place during 1946, 
whereas at the beginning of the year it appeared 
quite alarming. In fact, stocks at December 31, 
1945, were estimated at 12,300,000 cantars ; 
at December 31, 1946, they fell to 11,344,000 
cantars, a decrease of nearly 1 million cantars 
which must be attributed to an increasing 
demand from abroad. From September 1 to 
December 31, 1046, we exported 1,997,000 
cantars while we exported only 857,000 cantars 
during the same period in 1945, It was chiefly 
the statistical position of the long staples 
which seemed dangerous and it is fortunate 
that we were able to dispose of 788,000 cantars 
of Karnak during the last four months of 
1946, against 265,000 during the same period 
of the previous year. However, we still held 
in the country, at December 31, 1946, nearly 
6,600,000 cantars of Karnak of which nearly 
half was in the hands of the Government. It 
is to be hoped that by the end of the season 
our exports of long staples will ease this 
situation. The decision to limit the Karnak 
acreage during the 1947/48 season to 315,000 
feddans, against 818,000 feddans last year, was 
an essential measure and it is regretted that it 
was not taken earlier. 

As for prices, on the one hand they have 
reacted to the successive rises and falls recorded 
in America last year, and, on the other hand, 
they have reflected our comparatively low 
stocks of Ashmouni. The latter variety thus 
caught up with the price of Karnak as early 
as the month of September, soon passed it and 
then reached as much as $5 difference. This 
margin shrank later with the demand for long 
staples, coming mainly from the United States, 
India and Europe. 

To conclude, I can only repeat what I said 
here last year. A cotton policy must be 
established as we cannot always rely on the 
intervention of the Government; even they 
might find themselves, sooner or later, grap- 
pling with a situation which could have been 
avoided if the contingencies of production, 
consumption and world prices were considered 
with the foresight necessary to any country 
whose economic stability rests mainly on 
agriculture. 


INDUSTRY 

Industry has benefited, in general, from a 
fairly favourable situation and financial results 
have been appreciably the same as in the 
previous year. Some concerns have continued 
to be favoured by the dearth of imports but 
their prosperity is none the less artificiai. 
Others, on the contrary, in course of re-equip- 
ment, should be able to continue their activity, 
and even increase their production, to the 
point where it is not premature to envisage the 
possibility of export. The lifting of the restric- 
tions on exports is therefore to be hoped for. 
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At the same time and for some years to come 
Customs dues on machines and accessories 
required for manufacture, and on lubricants 
and fuel used for industrial purposes, ought to 
be reduced, so as to allow industry to lower its 
costs of production and also to encourage the 
spirit of enterprise. 

There still remains the problem of local con- 
sumption, which should normally absorb a 
larger part of national production provided the 
prices of articles manufactured for the use of 
the masses are put within their reach. But it 
seems that the state of monopoly created by 
the war has stimulated an exaggerated rise jn 
prices and profits which in turn encouraged an 
excessive expansion in general expenses ; it is 
doubtful, therefore, whether industries which 
have benefited from this situation can adapt 
themselves to peace-time economic conditions 
without a radical revision of their costs. 

The establishment of a constructive indus. 
trial policy is therefore all the more necessary 
if the development of our industry during the 
war is to be assured of solid foundations in 
peace-time. 


THE STOCK EXCHANGE 


Another factor which would contribute to 
the development of industry and also to other 
sectors of our economy would be the re- 
establishment of the capital market on sound 
foundations. The regime of minimum prices 
on the Stock Exchange is justified in a period 
of crisis in order to put a brake on very large 
sales and to prevent steep falls in prices, until 
contidence is restored. The maintenance of 
these measures, without any real evidence of 
their necessity, hampers the circulation of 
capital to the detriment both of existing 
undertakings and of those in course of creation 
or of the financing of any projects which the 
Government may wish to sponsor. The ques- 
tion arises whether the restoration of a free 
Stock Exchange market would not be pre- 
ferable, even though it caused some decline in 
the prices of a few securities. 


FOREIGN TRADE 

Our foreign trade has clearly improved 
during 1946, both in volume and in value 
Our imports reached {£E.83,247,000 against 
£E.60,476,000 in 1945 and our exports 
£E.68,993,000 against £FE.45,159,000 in the 
previous year. The value of our trade in 
1946 is the highest since 1920. The deficit m 
the trade balance amounts to £E.14,254,00 
against £E.15,317,000 in 1945. a 

The value of our imports from Great Britain 
has more than doubled from one year to the 
other, amounting to £E.24,950,000 in 1945 
against £E.10,955,000 in 1945. 

Our exports to Great Britain of £E.11,000,000 
in 1946 were much the same as in the previous 
year. 
“ The value of goods imported from the 
United States remains practically stationaty 
with {E.9,110,000 against {£E.8,428,000 1 
1945. Our exports have increased and reach 
£E.5,570,000 against £E.2,932,000 in 1945. 
What is to be noted in our foreign trade 
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last year is the resumption of our commerce 
with continental Europe. Our imports from 
Italy rose to {E.6,000,000 while they were nil 
in 1945. Our exports to the same country 
reached {E.9,940,000 against £E.636,000 in 
1945. Italy thus becomes our best customer 
after Great Britain. 

Our imports from France rose to {E.3,170,000 
in 1946 whereas in 1945 they were practically 
nil. Our exports, on the other hand, are 
decreasing: £E.5,250,000 against £E.7,118,000 
in 1945. 

The imports from Belgium and Norway are 
also more substantial. 

Our exports to Greece reached £E.2,120,000 
against {E.127,000 in 1945. 

The prospects of our foreign trade are 
closely linked to the question of foreign 
currencies and sterling balances. 

FOREIGN CURRENCIES 

One of the economic consequences of the 
war has been to diminish considerably the 
foreign exchange resources of most countries. 
This shortage has led to the imposition of a 
series of monetary and exchange restrictions 
and their suppression seems still remote, since 
for almost all countries it is a question of 
utilizing their scanty reserves of foreign 
currency for the import of commodities 


essential to the revival of their economic life. 
Some slight alleviation of these measures is 
already being felt, but it will not be substantial 
until the lack of balance in production and in 
public finances has been corrected. 


The case of Egypt is somewhat different for 
she disposes of important reserves in sterling. 
For us it is more a question of the possibilities 
of utilizing this sterling and I shall return to 
this problem later when dealing with the 
sterling balances. 

Our present difficulties in foreign currency 
are limited to dollars and other so-called 
“hard ”’ currencies. Before the war, Egypt 
usually had a favourable balance of trade, and 
so long as foreign currencies remained freely 
convertible she was able to finance all her 
imports without difficulty. The war has upset 
the equilibrium of our trade and restricted 
convertibility. It is therefore essential that 
our trade balance should be restored as soon 
as possible or at least that our income from 
abroad should cover the whole of our external 
payments. It does not appear that this can 
be realized in the immediate future for we 
have heavy material losses to make up— 
equipment for agriculture and industry and 
Material for transport—-which we can only 
buy abroad. But, as I have just said, an effort 
must be made to achieve this equilibrium in 
the fairly near future, for the clause in the 
Anglo-American Agreement, which provides 
that the proceeds of current transactions are 
freely convertible into any other currency from 
July 15 next, would constitute, by itself, but 
an inadequate remedy. As for the Monetary 
Fund, it must not be forgotten that the 
facilities which it offers are only on short 
term and are repayable in gold or foreign 
currency. 


The war years weighed heavily on our 
balance of payments with hard currency 
countries. With the United States the net 
deficit for the period from 1939 to 1946 
amounts to 50 million dollars, taking into 
account the dollars which were surrendered 
against the disbursements effected here by the 
American army. Our deficit in Swiss francs 
may be valued at the equivalent of about 20 
million dollars. As regards Chile, though her 
currency is not so scarce, our imports during 
the period 1939/1946 reached the equivalent of 
£20 millions, whereas our exports were nil. 

In order to meet our requirements we must 
above all find ways to increase our exports, 
that is to say our exports of cotton, since this 
commodity still represents nearly 80 per cent. 
of our total consignments abroad, ani at the 
same time try to increase the proportion of 
our sales to hard currency countries. 

During the course of the year the Foreign 
Exchange Control Committee, under the chair- 
manship of an Under-Secretary of State of 
the Ministry of Finance, and composed of 
officials belonging to the Ministry of Finance 
and the National Bank has continued to seek, 
in accordance with the general directives of the 
Government, the best possible use of the allo- 
cations of foreign currency, both hard and 
easy, which were placed at the disposal of 
Egvpt by her financial agreements with Great 
Britain. A close and happy liaison has thus 
been established between the Ministry of 
Finance and the National Bank which enables 
the Ministry to be constantly aware of the 
exchange position as well as of the Control 
systems in the different monetary areas. 


THE STERLING BALANCES 


In speaking of foreign currencies, [ said 
earlier on that Egypt was in a different position 
compared with some other countries which 
took part in the war, since she holds large 
reserves in sterling. You know how these 
assets arose. During the war, the Allies 
incurred expenditure here amounting to much 
more than they could pay for by the export 
of goods. Asa result, through the machinery 
which provides for automatic conversion of 
pounds sterling into pounds Egyptian and 
vice-versa, there has arisen an accumulation 
of sterling assets which at the same time 
represent our chief monetary reserves and our 
first line of defence against an adverse trade 
balance. 

The problem which we have to solve is the 
utilization of our assets in order to make good 
our requirements in production and consump- 
tion goods, not only from the sterling area but 
also from the other monetary zones. It is 
certain that a debt of the order of £425,000,00@ 
cannot be converted into goods all at once. It 
could only be realized by annual transfers 
proportionate to the possibilities of export or 
of payment in free currencies on the part of our 
great debtor. Already the efforts to produce 
and export which Great Britain has made since 
the end of hostilities, while maintaining at 
home a low level of consumption, are most 
admirable. The index of the volume of 
exports, taking the year 1938 on the basis of 


























































100, WaS 31 in 1944, 46 in 1945 and exceeded 
110 in the last quarter of 1946. This drive 
shows a firm desire to recapture traditional 
markets, to improve the deficit in the balance 
of payments and at the same time to uphold 
Britain’s reputation for solvency. 

Another aspect of the question, which is not 
without importance, is that these assets are not 
the property of the Egyptian Government but 
belong to a large number of individuals and 
financial, commercial and other institutions, 
including our own Bank. These assets also 
comprise the greater part of the cover for the 
Note Issue. Here, therefore, there is no 
question of an inter-governmental debt. In 
fact, these assets are so deeply embedded in 
the economic structure of the country and are 
90 much a part of it, that any reduction would 
produce the most serious repercussions, not 
only on the exchange but also on the general 
economy of Egypt. Moreover, any settlement 
involving transfers of these balances to Great 
Britain would also create a problem of internal 
financing. For Great Britain the crux of the 
problem resides in the annual charge arising 
from these debts, and the fact that our assets 
are held to a large extent in British Treasury 
Bills, bearing interest at only } per cent. per 
annum, renders any claim for a reduction of 
these balances unjustified. 

A preliminary exchange of views took place 
early this month between the British financial 
delegation, led by Sir Wilfrid Eady, and the 
Egyptian delegation, under the chairmanship 
of Mahmoud Mohamed El-Darwish Bey, to- 
gether with experts from the Ministry of 
Finance and our Governor, our Secretary- 
General and the Manager of the Note Issue 
Department. These discussions have put into 
relief the problems which these balances raise 
for each of the two countries. 


THE STATE BUDGET 


The State finances continue to flourish. Few 
countries are in such a happy position as 
Egypt who in fat or lean years not only con- 
trives to balance her budget but realizes 
annually a surplus of revenue varying during 
the war between 5 and ro million pounds. 
Over the past five years the surplus has 
exceeded 40 million pounds in the aggregate. 
Nevertheless, it may be foreseen that in the 
future the financial results will not be so 
outstanding ; receipts may decline while, on 
the other hand, expenditure may tend to 
increase. Reduction in expenditure is there- 
fore necessary except that which has the 
object of at last raising the social level of the 
people. Already in the budget estimates for 
the year 1946/47 a deficit of 6 million pounds 
is expected in order to meet the first portion 
of the five-year plan. But even heavier 
expenses, and of a less productive kind, are 
also to be foreseen. Thus, expenditure of a 
military nature may reach figures out of all 
proportion to those of the past. Fortunately, 
Egypt can look forward to these new burdens 
without too much anxiety, considering that 
her public debt is relatively small and that 
her general Reserve amounts to some 68 
million pounds. Nevertheless, it is to be hoped 
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that her fiscal administration will be made 
more efficient. 
THE SUDAN 

You are aware that the economy of the 
Sudan rests primarily on millet, cotton, live. 
stock and gum. In 1946 the millet and cotton 
crops were not very satisfactory and exports 
of livestock were less than the previous year ; 
only gum exports were greater. Nevertheless, 
the financial results of the year have exceeded 
the estimates. For 1946 the budgetary receipts 
are estimated to reach {E.8,251,000 and expen- 
diture £E.8,237,000, which would ensure an 
excess in receipts of £E.14,000. 

In the 1947 Budget, revenue is estimated at 
£E.9,209,000 and expenditure at £E.9,148,000, 
thus leaving a surplus of £E.61,000. 

As regards foreign trade, imports in 1946 
amounted to {E.9,665,000 as _ against 
£E.7,886,000 in 1945, and exports to 
£E.9,949,000 against {£E.11,061,000. The 
balance of trade has therefore continued to be 
favourable to the Sudan, but only to the 
extent of {E.284,000 in 1946 as against 
£E.3,175,000 in 1945. This is due to con- 
siderably larger imports of foodstuffs and other 
articles and to lower exports of cotton. All 
these figures exclude imports and exports 
effected by the Government. 

Our offices in the Sudan continue to be 
active and generally show more business 
movement than during the previous year, 
which must be attributed to the increase in 
imports. 

THE BALANCE SHEET 

The total of the balance sheet at the end of 
the year 1946, which we have the honour 
to present to you to-day, amounts to 
£E.221,257,197. This is the highest total 
which our balance sheet has yet reached and 
shows an increase of £E.4,132,545 over that 
at the end of the year 1945. Total deposits 
have increased by about £E.3,400,000. The 
government deposits have risen by over 
£E.17,000,000 while, on the other hand, those 
from the public have fallen by approximately 
the same amount. Bankers’ deposits are higher 
by over £E. 3,500,000. 

The fall in deposits from the public can be 
traced to subscriptions to the Government 
Cotton Loan and to the revival of trade with 
foreign countries. 

The reduction in our advances of about 
£E.1,500,000 is explained by the smaller 
demand for loans from our customers. More- 
over, there is still keen competition for this 
class of business. 

The general liquidity of our position remains 
satisfactory. 

You are aware that towards the end of 1945 
the rates on British Government Securities, 
Treasury Bills, Treasury Deposit Receipts and 
on funds deposited in London were reduced. 
This decline in yield has been compensated by 
the reduction in the rates of interest afforded 
to our depositors. On the other hand, it has 
had the effect of lowering the profits from the 
Note Issue. This accounts for the reduction 
in our gross profits, which are £E.57,000 less 
than in 1945. Our expenses have also fallen 
by £E.60,000. 
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On the other hand, salaries are higher as we 
decided to reward the staff for their loyal 
service during the difficult war period with a 
special bonus which we feel sure you will 
endorse. 

Our net profits are £E.2,539 higher than last 
year and amount to £E.506,171. This enables 
us to pay the same dividend as last year, viz., 
17 per cent., which will absorb £E.497,250, 
and to add £E.8,921 to the Carry-Forward, 
which will thus amount to £E.282,226. 

We have continued our policy of strength- 
ening further our internal reserves, which we 
consider essential in order to be prepared to 
meet any eventualities which may arise 

THE GOVERNOR 

At onr last annual meeting | informed you 
of the resignation of the Governor, Sir Norman 
Nixon. As his successor we have chosen Sir 
Frederick Leith-Ross, whose reputation in 
economic and financial affairs is international. 
It is unnecessary for me to dilate on the 
numerous and varied posts which he has held 
in the course of a very brilliant career. I may 
just tell you that at the meetings of the 
Economic Council of the League of Nations, 
over which he presided several times, and in 
the course of various inter-governmental 
negotiations he demonstrated that capacity 
and sincerity which we soon came to appreciate 
after he took office. 

THE SECRETARY-GENERAL 

Last year we created the post of Secretary- 
General to which we appointed Mohamed 
Amin Fikry Bey, a former Under-Secretary of 
State and Director-General of the Post Office. 
He was with the Ministry of Finance for 15 


years, beginning as an Inspector and eventually 
holding the post of Financial Secretary. The 
qualities which he exhibited there in the 
discharge of his important duties render him 
particularly well fitted for his new position. 


THE BOARD 


A few changes have taken place in the 
membership of the Board since our last annual 
meeting. Firstly, there is the appointment of 
Sir Edward Cook, who was Governor of our 
Bank from 1931 to 1940, and in this position 
played a great part in the negotiations between 
the Bank and the Government resulting in 
the revision of our Statutes. We are glad 
indeed to have his collaboration and I have no 
doubt you will confirm his appointment. 

It is with regret that we record the resigna- 
tions of Abdel Fattah Yehia Pasha and Sir 
Frederick Rowlatt. Although Yehia Pasha 
was not on the Board for very long he leaves 
the memory of a distinguished colleague whose 
highmindedness and understanding were 
always appreciated by us all. Sir Frederick 
leaves us after giving of his best to our institu- 
tion for almost fifty years. Joining the Bank 
in 1898, he became Governor in 1906 and held 
that position until 1921. Since then he has 
been on the Board, where his co-operation has 
been of very great value. 

Sir Otto Niemeyer and Sadek Wahba Pasha 
are due to retire from the Board to-day and 
offer themselves for re-election. 


THE STAFF 
Finally, I should like to pay tribute to the 
Staff, who continue to give the loyal service 
they have always given in the past. 


HONGKONG AND SHANGHAI BANKING CORPORATION — 


PROGRESS IN THE COLONY 


holders of the Hongkong and Shanghai 
Banking Corporation was held in Hong 
Kong on March 28. 

The Chairman, The Honourable Mr. A. 
Morse, C.B.E., presided and said : 

The balance-sheet submitted to you this 
year is on the same lines as before the outbreak 
of the war with Japan, and I am sure it is a 
source of satisfaction to you as it is to me that 
once again we are in a position to produce what 
may be termed a clean statement of account. 
It will be appreciated that even at this stage it 
has been possible only to estimate the total 
extent of the losses which will be incurred as a 
result of the war, and in this connection you 
will observe that it has been considered 
necessary to make a transfer of {1,125,000 from 
the reserve fund to add to the provisions for 
contingencies already made. 

Last year the accounts were expressed in 
terms of sterling. This year the balance-sheet 
has been drawn up in terms of Hong Kong 
dollars, but the sterling equivalents are shown 
and enable us to make some comparisons. You 
will notice that there has been a considerable 
mMcrease in the total of the balance-sheet from 
£94,500,000 to £126,800,000, or something over 
34 per cent. The main factors contributing to 
this increase are deposits, which have increased 
by approximately £26,000,000, and note issue, 
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which has increased by {9,500,000. ‘The in- 
crease in our note issue is partly—but only 
partly—due to the inclusion of the notes issued 
by the Japanese to which I made reference last 
year. It might have been expected that a large 
portion of these notes would have been re- 
deemed, but not only has this not been the 
case, but during the year we issued in addition 
notes to the value of over {2,000,000. The in- 
crease in deposits while to some extent due to 
the increase of currency in circulation also 
indicates a considerable expansion of our 
business. 
EXPANSION OF FIGURES 

On the assets side, cash in hand is up by 
£7,500,000, securities by £12,000,000, advances 
by £2,000,000, certificates of indebtedness by 
£8,500,000, bills receivable by £3,000,000, 
while money at call is down by £3,000,000. 
The increase of £86,000 in bank premises 
account is due to the purchase of housing 
property and the rehabilitation of some of our 
buildings. 

Turning to the profit and loss account you 
will observe the profit arising from current 
transactions during the year, after making 
certain transfers to provisions for contingencies, 
amounts to H.K.$9,602,703. Your directors 
propose to pay a dividend of £3 a share, leaving 
H.K. $1,841,861 to be carried forward. 

The report was adopted. 
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MERCANTILE BANK OF INDIA 


FURTHER EXPANSION 


SIR CHARLES INNES ON THE OUTLOOK 


HE following is an abstract from the 
statement of the Chairman (Sir Charles 
A. Innes, K.C.S.J., C.I1.E.), circulated 
with the report and accounts for the year 


ended December 31, 1946 


This year I am able to present a clean 
balance-sheet. I do not say that we have yet 
been able to clear up all the confusion caused 
in the accounts of occupied branches by 
Japanese intromissions. That cannot be done 
until the Government has decided how to deal 
with the difficult question of the debtor- 
creditor relations arising during the period of 
the Japanese occupation. But we have been 
able to calculate the maximum amount of loss 
which the war may have caused the bank and 
we have made full provision in the accounts of 
the year 


INCREASED FIGURES 

The balance-sheet shows that the business 
of the bank has continued to expand. In spite 
of the termination of the war and the big drop 
in military expenditure, especially in India, 
there has been a further large increase in 
deposits while on the assets side the most note- 
worthy features are an increase of more than 
£4 millions in cash and of more than £6 millions 
in bills, loans and advances. Our holdings of 
Government securities are down by £3 millions, 
and the proportion of our deposits applied to 
the financing of industry and commerce has 
risen to 41 percent. We have now reopened all 
our branches in territories occupied by the 
Japanese, and most of them got back to 
profitable working more rapidly than I dared 
to hope last year. 


Moreover, all the countries in which we 
operate were busily engaged throughout the 
year in replenishing their stocks of consumer 
and other goods, and the large increase in our 
bills shows that we played our part in financing 
this import and export trade. There was a 
large increase in our charges account, mainly 
owing to the higher cost of living everywhere, 
and the consequent necessity of increasing 





salaries. Nevertheless, our profits at £150,837 
show an improvement on those of last year, 
and we have been able to increase the dividend 
from 6 per cent. to 8 per cent. As regards 
allocations, there is only one point to which [| 
need draw your attention. We propose to 
repeat last year’s allocation of {£50,000 tg 
premises account. Our project for rebuilding 
our Bombay office which has been held up by 
the war has now become urgent, and we cannot 
postpone it any longer with safety. 


FACTORS IN THE OUTLOOK 


In the present restocking period trade ig 
good, but it is merely a temporary period and 
we have to look to the future. It must be 
admitted that that future is obscure in some of 
our territories, and we feel that our policy must 
be one of conservative finance. Our charges 
account has gone up steeply in the last year. 
The cost of living has everywhere increased, 
and, moreover, our local staff in the East now 
demands a higher standard of living. We have 
had, therefore, liberally to revise the salaries of 
all ranks. Indeed, staff questions have taken 
up much of our time throughout the year. 

Business has been so heavy that it has not 
been an easy task adequately to staff our 
branches, and I am afraid that all our officers 
and clerks have been much overworked, but 
they have done their work cheerfully and well, 
and we owe them a debt of gratitude. This 
remark applies equally to the London staff of 
all ranks. In this connection I am sorry to 
inform you that this is the last meeting which 
Mr. Crichton will attend as chief manager. 
After 46 years’ service in the bank, he has 
decided that he must retire, and knowing, as 
I do, how hard he has worked since he became 
chief manager 12 years ago, and what a load 
of responsibility he has borne, I am not sur- 
prised at his decision, however much I may 
regret it. Fortunately, he will remain @ 
director of the bank. In his place we have 
appointed Mr. Paton as chief manager, and we 
are appointing Mr. Drake as deputy chief 
manager. 


VALUATIONS 


For more than 60 years the name of LEOPOLD FARMER & SONS 
has been associated with the valuation of 


INDUSTRIAL PROPERTIES, 


PLANT AND MACHINERY 


An accurate valuation of property and plant may be utilised for a 
variety of purposes. It cannot, therefore, be over-emphasised that 
the opinion of value should carry the name of a firm of repute 


LEOPOLD FARMER & SONS 


Surveyors, Valuers and Auctioneers 


46, 


GRESHAM STREET, 


LONDON, E.C.2 


Tel. MONARCH 3422 
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